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LOW PRESSURE LIQUID PIPELINES: IN THE
NORTH SLOPE, GREATER PRUDHOE BAY,
ALASKA

Wednesday, September 13, 2006,

HOUSE OF REPRESENTATIVES, COMMITTEE ON TRANSPOR-
TATION AND INFRASTRUCTURE, WASHINGTON, D.C.

The committee met, pursuant to call, at 11:00 a.m., in Room
2167, Rayburn House Office Building, the Honorable Don Young
[Chairman of the committee] presiding.

Mr. YOoUNG. The Committee will come to order.

Today the Committee is conducting an oversight hearing on the
operation of low stress pipelines on the north slope of Alaska.

As the Congressman that represents all of Alaska, I am deeply
concerned about what occurred. My caring for the environment in
the State, and especially its workers, has been well known.

In March of this year there was a release of approximately 5,000
barrels in the eastern operating area of the North Slope, a BP Pro-
duction area.

The Pipeline and Hazardous Materials Safety Administration im-
mediately sent teams to the North Slope. PHMSA issued corrective
action orders to BP following that release which required BP to im-
mediately begin to inspect all its other low stress pipelines on the
North Slope. The process began in the spring and continued all
summer.

On July 19th, this Committee reported out by voice vote the
Pipeline Safety Improvement Act of 2006. In that bill, we required
PHMSA to regulate low stress pipelines nationwide. We defined
low stress pipelines in the bill to include the pipeline on the North
Slope that was involved in the release of oil in March. The bill re-
quired PHMSA to complete the low stress pipeline rules within one
year.

In August 2006, in conjunction with inspections which PHMSA
ordered to be conducted, BP detected a release of approximately 25
barrels of oil on another low stress pipeline, this time in the West-
ern Operating Area. As was done with regard to the release that
occurred in March, the leak was immediately cleaned up and
PHMSA ordered repairs to be done immediately.

Last week, PHMSA announced a proposed new rule to regulate
low stress pipelines. This is the same rule making mandated by
this Committee in the bill we reported in July. The vote of the
Committee occurred before the August release of 25 barrels, but
after the March release of 20,000 barrels. This time line is impor-
tant to put things in context.
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The context is that PHMSA did its job and continues to do its
job. BP is, and will continue to be, held accountable for future
North Slope operations by PHMSA and other Federal agencies with
enforcement authority. That is how law is supposed to work.

PHMSA must do their job in keeping these pipelines safe, and
I strongly support the efforts and the regulations they put forth.
BP has a job to do on the North Slope, and I will insist that they
do it correctly.

The recent release of oil on the North Slope concerns me because
the oil that we produce in Alaska provides energy for the entire
Nation. I want our oil delivered to its destination safely, without
delay and without harm to the environment.

I will ask what steps are being taken to make sure that BP does
the job and this tragedy doesn’t happen again.

I am not here today to beat a dead horse or old oil. I just want
to make sure it does not happen again.

Investigations are being conducted and all committees are having
hearings and everything is going on, especially for the media, but
my interest is getting Alaskan oil delivered safely, safely within
Alaska, and to the lower 48 without delay, without harm to the en-
vironment.

May I suggest respectfully again, I am deeply disappointed in the
actions not of individuals, necessarily, or with BP at this time, but
over the 27 years and not taking the time to understand the pump-
ing of oil that we are pumping now was not the same oil we
pumped at first. There is a problem of more water. There is a prob-
lem of more—they call them bugs or whatever it is that caused the
corrosion, and no one paid attention to—microbes, yes—attention to
the corrosive factor in those pipelines, the collection lines.

The other factor—and this may not be known—is the fact that
we are producing less oil. And as you produce less oil, the oil does
not move as rapidly as it would at first with the 2 million barrels
a day. Consequently, there is a more stagnant period of time, a
slower period of time when those microbes and other, I call, corro-
sive actions can take place.

Having said that, I have high hopes that BP and other oil compa-
nies within Alaska that do drill and do deliver oil to Alyeska, that
they understand that this is a more serious problem than they may
have thought in the past. It is a 29-year-old pipeline. Now, people,
keep in mind 29 years old is old for any facility.

The Trans-Alaska Pipeline itself, Alyeska, I may compliment
them. We concentrated on them. We had hearings on the Alyeska
Pipeline. We had complaints. But they have done an outstanding
job. They have used the smart pigs, they have used the way to de-
tect the corrosion. They have addressed it immediately. They have
gone through earthquakes. All these things occurred and we have
been very fortunate.

Now, I will say nothing is fail-safe in any industry. Anybody who
thinks it is is dead wrong. But they have done an outstanding job.
I do think there was a slackness upon certain individuals that the
lines that we collect the oil from were not properly inspected nor
repaired. Now, I have got information that this is all going to be
replaced, if I can from my colleagues, with brand new steel. That
is good. It probably should have been done sooner.
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I asked the question the other day of some individuals with the
engineering companies have we looked at other forms of pipe. Just
because this was built by steel in 1975, 1976, do we have to go
back to steel, or do we go back to some more modern—by the way,
which comes from petroleum products, such things as Quest. There
is a pipe that is plastic. It doesn’t freeze. That is the first thing,
does it freeze. It doesn’t freeze. It expands and contracts, and it
doesn’t corrode.

So those are the things I hope these hearings will bring forth.

With that, I will yield to my good friend from Minnesota, Mr.
Oberstar, for any opening comment he may make.

Mr. OBERSTAR. Thank you, Mr. Chairman.

First of all, I want to express my appreciation for responding so
quickly as you did, and thoughtfully, to a request for hearings on
this issue. And I concur with you, the issue is not to find fault or
blame, but to make sure that failures of the past are not repeated
in the future.

I held the first hearings on pipeline safety of this Committee
back in the early 1980s, mid-1980s, actually. I actually planned the
hearings well in advance. The Committee staff and I had done a
great deal of work in preparing for a hearing pipeline safety and
then there was an explosion in Mounds View, Minnesota, just out-
side of my congressional district. It was a gasoline pipeline that
had been put in this area when it was rural.

Over time, suburban sprawl overtook the pipeline. And, as we
learned in the investigation afterward, cathodic protection on that
line had failed, corrosion set in, there was a leak, gasoline was
slowly seeping into a suburban street over a period of a couple of
weeks. And the fumes, which are very heavy, settled down close to
the ground. At 2:00 a.m. one weekday morning, a car driving along
with a loose tailpipe struck the pavement, caused a spark, ignited
the street. The pavement buckled and melted. The mailboxes on
the street melted. A mother and six-year-old child rushed outside
their front door to see what was going on, and they incinerated.

We withheld the hearing until the NTSB investigation was near-
ing its conclusion and we had factual data, and that is when we
learned the information about failure of cathodic protection. There
were no shutoff valves in that suburban area; there was no action
taken by the pipeline company to limit the damage; there was no
pigging of the line over a period of many years, many, many years.

And it was that series of hearings that we found that the Office
of Pipeline Safety was understaffed, the State inspection offices
were grossly understaffed, the agency was underfunded, and the
result of our hearings was to make recommendations for increase
in staffing and funding of the Federal and the State pipeline safety
offices and increase the frequency of pigging, as well as the auto-
matic shutoff valves, particularly in settled areas, regardless of
whether they are high pressure or low pressure lines or type of
commodity moving through the line.

Norm Mineta was then the Chair of the Surface Subcommittee.
He and I went to the floor with an amendment to increase by $10
million the budget for Office of Pipeline Safety and succeeded in
getting that funding.



4

Over time, the staffing has slipped. Over time, the funding for
the States inspection offices, in partnership with the Federal Gov-
ernment, have slipped.

But what was really important that came out in that hearing,
and a matter that I brought to Pipeline Safety from the hearings
and inquiries we made on aviation safety, was the corporate cul-
ture of safety. The Federal Government doesn’t run the pipelines.
The Federal Government doesn’t do the maintenance on airplanes.
The Federal Government doesn’t do the maintenance on railroads
or trucking lines.

But it oversees them to make sure that they are meeting a mini-
mum standard of safety, and that standard is set by the Federal
Government and the role is to see that the pipeline companies con-
form. And they won’t conform if there isn’t a corporate culture of
safety. It starts in the boardroom, not on the pipeline. And what
is missing in this scenario with the number of failures of BP is a
corporate culture of safety.

The Office of Pipeline Safety, which we reconstituted to the Pipe-
line Safety Administration, has gone through a number of changes
in personnel, in mode of operation, but I think its current director,
administrator, Admiral Barrett, is the best we have seen in that
office in probably 20 years. He brings from the Coast Guard a cul-
ture of safety. He brings a no-nonsense attitude to inspections and
to dealing with pipeline operators.

We also have to set the policy. We have legislation moving along
that we need to strengthen and to improve the oversight of safety
and the conduct of safety by both the Office of Pipeline Safety and
the companies themselves.

In March, in August, crude oil spills substantial amounts, low
stress pipeline, and then subsequently to the Alaska there was a
failure in Toledo, Ohio; 8400 gallons of unleaded gasoline got into
a creek that found its way into Lake Erie. We don’t need a repeat
of the Cuyahoga River experience in 1968, when the river caught
on fire because so much pollution was being dumped, including
crude oil and gasoline. And that had the effect of spurring the Con-
gress on to increasing funding for sewage treatment plant construc-
tion and cleanup and the stronger Clean Water Act of 1972.

I am not going to go through all of that, and I will put this into
the record, the Western Operating Area policy that was supposed
to have smart pigs run through the lines every year, the Eastern
Operating Area BP didn’t plan any regular maintenance, or the
markup in which one of our colleagues proposed to eliminate the
requirement in current law to reinspect gas pipelines once every
seven years. The industry standard is 20 years between gas trans-
mission inspections. That is not sufficient. That is intolerable.

Let me just close with the framework within which safety must
be conducted. In the preamble, the opening paragraph of the
PHMSA law establishing this new agency: “In carrying out its du-
ties, the Administration shall consider the assignment and mainte-
nance of safety as the highest priority, recognizing the clear intent,
encouragement, and declaration of Congress to the furtherance of
the highest degree of safety in pipeline transportation.”

We have to hold the agency to that highest accountability level.
We have to hold the industry to that highest accountability level.
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We have the public interest in our hands, it is our responsibility,
and we have to insist that it is carried out in the spirit of the direc-
tion of the law, the directive, I mean, of the law. And that is not
something new, this is the opening preamble of the 1958 FAA Act,
that safety in aviation shall be maintained at the highest possible
level.

I hope that the outcome of these hearings will be to illuminate
practices of the industry, the enforcement of the agency, and the
direction we need to go to strengthen both.

Mr. YOUNG. I thank the gentleman.

Mr. Petri?

Mr. PETRI. Mr. Chairman, thank you for holding this hearing.

The Highways Transit and Pipeline Subcommittee, which I chair,
has jurisdiction over pipeline safety, and over the past several
months we have been working to reauthorize the pipeline safety
programs.

The Pipeline Safety Improvement Act of 2002, which this Com-
mittee passed four years ago, expires on September 30th of this
year. H.R. 5782, the Pipeline Safety Improvement Act of 2006, was
reported out of this Committee in July. We hope to pass the bill
off the House floor before the end of the month.

I am happy to see Admiral Barrett, the Administrator of the
Pipeline and Hazardous Materials Safety Administration, here
today. His agency has been very active over the past six months
in its efforts to deal with the two pipeline leaks on the North Slope.

In response to the March 2nd leak, his agency issued a Correc-
tive Action Order that required British Petroleum to conduct a rig-
orous inspection regime on all of its low pressure pipelines on the
North Slope. As a result of this federally mandated inspection re-
gime, British Petroleum discovered several flaws in its low pres-
sure pipelines on the North Slope and are in the process of replac-
ing approximately 22 miles of pipeline.

In addition, last week, his agency published a Notice of Proposed
Rulemaking that proposes new and more rigorous safety require-
ments for rural low pressure oil pipelines in unusually sensitive
areas like Prudhoe Bay, Alaska.

I look forward to hearing from today’s witness from British Pe-
troleum as well, Mr. Steve Marshall. While I am happy to hear
that his organlzatlon will be replacing its entire low pressure pipe-
line network on Alaska’s North Slope, I am concerned about their
inspection regime for these pipelines prior to the March 2nd leak.
This whole situation basically proves the wisdom of the old saying
an ounce of prevention is worth a pound of cure, and they are now
going to be spending $1 billion. They could have probably done a
lot better for their stockholders and for the industry and for public
confidence in the pipelines of our Nation by being more proactive.

We realize that some of these pipelines were acquired from a pre-
vious owner, but I am still concerned that, given their age and the
unique problems that are caused by the extreme climate on the
North Slope, the pipelines have not been thoroughly inspected for
several years. These are unique pipelines, they are low pressure
large pipelines, and they pose some unique problems. Any solution
we come up with for this should be tailored to the nature of the
problem. We would otherwise face the danger of mandating a lot
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of expense on the industry that would not be appropriate to the
problem that we are dealing with, which is basically created by the
conditions of a large low pressure pipeline and the dynamics of how
that works, is my understanding of it.

In any event, thank you very much, Mr. Chairman. I look for-
ward to the testimony of our witnesses today.

Mr. YOUNG. I thank the gentleman.

Are there any other opening statements? Mr. DeFazio, you had
your cup of coffee. Are you ready?

Mr. DEFAZIO. Yes, Mr. Chairman, I did.

[Laughter.]

Mr. DEFAZIO. Just starting to kick in. I will get better as we go
along. Thank you, Mr. Chairman.

I have got to say that I am, you know, at best, bemused by BP
in this instance. I can’t understand how a publicly held company
could acquire assets from another publicly held company and not
conduct due diligence, that is, what are we buying, conduct a basic
inspection.

You know, that is sort of the beginning of the problem. I mean,
you can reach back and try and blame ARCO and perhaps they
didn’t do enough cleaning and maintenance previously, but when
you actually get to the point of acquisition, you’d think at that
point it would have happened; clean the lines, inspect them. It
didn’t.

And since then they have basically been run to failure, which is
fairly extraordinary to me for a corporation that, by my calculation,
made $55,000 a minute in the last quarter. That is a lot of money
coming out of the pockets of American consumers, and you would
think that a company that could afford to buy back $33.5 billion
in stock could afford to invest a few million, or tens of millions, or
maybe even hundreds of millions, in its basic infrastructure in
Alaska and elsewhere, and none of that happened.

So then you have got to ask why did it happen, and I think then
we have to turn to the regulatory scheme. And I believe that we
need to have regulations that are sensible, sensitive, sensitive to
the public interest, and, you know, not overly burdensome to the
point of not making sense, or just regulating for the sake of regula-
tion. I don’t think we have gotten there with the proposal we have
before us. I will be interested in hearing the witnesses, particularly
from the Administration, justify why we are going to have three
different sets of regulations for low stress pipelines.

Now, I don’t know how that is going to be understandable, easily
executed, and administered. We are going to have the populated
areas with the highest standards, essentially equivalent to the high
stress pipelines. That sounds pretty good to me. But then we are
going to have a slightly lesser level, which is the new regulations
for low stress pipelines in sensitive environmental areas within a
quarter mile.

Well, you know, I come from the West; it is a big area. A quarter
mile isn’t very far for a sensitive environmental area. It would de-
pend upon whether sensitive is downhill from there, uphill from
there, whether there is an intervening ridge. But a quarter mile is
not very far.
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And I don’t understand why we would have, you know, one re-
gime for the populated areas, another one for the sensitive areas,
and then a third one for many people who live in the West and
much of the Western United States, which is the other areas, the
rural areas. Why are they the third class citizens here?

Why don’t we just have an understandable comprehensive regime
that is the same for all low stress pipelines that assures the public
safety, assures environmental protection, is not overly burdensome,
but requires regular cleaning and inspection? And given the profits
attributable to this industry, I don’t think anybody can claim it
would somehow drive up the cost to consumers. It might mean
some CEO gets less than a $10 million bonus this year. Maybe it
means that they can only buy back $20 billion of stock next year.
Maybe it means that they don’t set record profits every quarter.
But I think most of the American people would think that that was
okay with them and not overly burdensome on the industry.

So I will be fascinated to hear why we are going to have this bi-
zarre regime of three different levels of protection, and the least
going to the most pipelines covering a large portion of this Country.

Thank you, Mr. Chairman.

Mr. YOUNG. I thank the gentleman.

Mr. Gilchrest?

Mr. GILCHREST. Thank you, Mr. Chairman.

I have another hearing and I might have to leave before the end
of the testimony, so I might not be able to ask some questions, but
I wanted to put a few questions on the record to the witnesses.

Do you have any idea what kind of microorganism caused this
corrosion? And have you seen this kind of microorganism before?

Rust is essentially, chemically speaking, like a slow burning fire.
So could this have been anticipated, this type of microorganism?
And has this type of corrosion been treated before by other oil com-
panies?

And how often is a pipeline checked and how is it checked to pre-
clude these types of corrosion leaks?

The interest I have, which is interwoven in all of these questions,
is the actual microorganism. Do we know what it is? Have we seen
it before? Do microorganisms evolve and change the way they affect
the rust or the corrosive effect they have on these pipelines? And
can this kind of thing be anticipated and eliminated?

So I want to thank the Chairman for this hearing and look for-
ward to the witnesses. Thank you, Mr. Chairman.

Mr. YOUNG. I thank the gentleman.

Any other opening statements? Mr. Cummings, I believe.

Mr. CUMMINGS. Thank you very much, Mr. Chairman. And I
thank you for holding this hearing to enable us to examine both
the specific circumstances surrounding the oil spill that occurred in
Prudhoe Bay in Alaska, as well as the adequacy of the current
oversight regime for low pressure liquid pipelines.

As my colleagues have discussed, approximately 270,000 gallons
of oil leaked into the Alaskan tundra through a quarter inch hole
in a BP pipeline in March of this year. Subsequently, this summer,
additional corrosion was found in the pipeline that required it to
be partially shut down. This action took nearly half of the 400,000
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gallons normally transported through this BP network out of our
national supply chain.

It has been reported that the owner of the pipeline, BP, had not
done a thorough inspection of the inside of the pipeline in almost
a decade. I hope that BP will explain today why they allowed their
pipelines to be so neglected for so long.

BP is a firm that advertises itself as placing a high priority on
operating in a manner that is safe for the environment.

Further, BP is a firm that, according to the New York Times,
made $7.27 billion in profits during the second quarter of this year,
which was more than 30 percent higher than the profit it made
during the same period last year, and equated to a profit earning
of roughly $55,000 a minute. Such figures are essentially incompre-
hensible, particularly to people who are paying or were paying
$3.00 for a gallon of gas on a fixed income, while confronting their
rising expenses.

BP certainly could not credibly say that they did not have the
money necessary to afford to properly maintain their pipelines.
Therefore, one can only conclude that BP simply didn’t have the
will to do so.

Further evidence of this appears in reports of several newspapers
that suggest independent investigators found evidence that BP
tried to intimidate employees who reported problems with the pipe-
lines.

Equally incomprehensible to me is the timid and shortsighted ac-
tion being taken by the Pipeline Hazards Material Safety Adminis-
tration, PHMSA, and PHMSA is now considering a rule to require
inspections every five years of pipelines that run through environ-
mentally sensitive areas, which, unlike pipelines in urban areas,
have generally been unregulated by PHMSA. There have been
varying estimates that from 10,000 to 12,000 miles of pipelines
would be left unregulated even if these proposed regulations were
adopted.

So often our Government only reacts after an incident has oc-
curred. It appears that in this case that the events in Alaska clear-
ly show that companies operating low pressure pipelines are un-
willing to adequately maintain them even at the risk of losing pro-
duction capacity and, thus, profit.

Despite this, the Administration is unwilling to act to close the
risks posed by unregulated low pressure pipelines and negligent
companies.

Mr. Chairman, the safety of pipelines across our Nation is of crit-
ical importance and the incidents in Alaska reveal serious short-
comings in our safety oversight regime that demand immediate at-
tention.

I look forward to the testimony of today’s witnesses and, with
that, I yield back.

Mr. YOUNG. I thank the gentleman.

Mrs. Kelly?

Mrs. KELLY. Thank you, Mr. Chairman.

According to the Alaska Department of Environmental Conserva-
tion, 500 oil spills occur in the Prudhoe Bay oilfields along the 800
mile pipeline each year. While most of these leaks are minor,
quickly detected and remedied, we know from what occurred there
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in March, and more recently in August, that the threat of another
environmental disaster is very real.

Shortly after the leak detection in August, one BP official re-
ferred to the current corrosion detection and control program in the
Trans-Alaska Pipeline as world-class. Yet, the last time the com-
pany performed an inline inspection to check that line was in 1992.
We know that most oil pipelines in Alaska have exceeded their 25
year design life; yet, they let 14 years lapse. They yet 14 years
lapse without proper surveillance of this critical stretch of the pipe-
line. As a result of the recent investigations, now we have learned
that the walls of many of these pipelines have lost as much as 80
percent of their thickness because of corrosion.

The delicate environment in the Northern Slope is at consider-
able and preventable risk. And those that fail to remedy the prob-
lem should be held accountable. BP is currently under investiga-
tion by both the Justice Department and the EPA to determine
whether BP violated the Federal Clean Water Act by failing to pre-
vent corrosion in the ruptured line.

I am happy to see this Committee is holding this hearing today
to help find out what corrective actions are being taken, and I look
forward to working with our Chairman Young, who represents
Alaska’s Northern Slope, and I look forward to helping him protect
this magnificent, this beautiful and pristine part of our Country.

I yield back the balance of my time.

Mr. YOUNG. Is there anyone wishing to make a statement? Ms.
Carson, Julia?

Ms. CARSON. Thank you very much, Mr. Chairman.

I would like to thank the witnesses, too, for appearing today be-
fore this Committee to discuss this important topic.

Over the past few years, BP has devoted a great deal of time and
money toward promoting its image as an environmentally respon-
sible company. In my neighborhood alone, we had three such oper-
ations. I have seen the TV advertisements in which BP brags that
it is the biggest and best in new U.S. energy development. Yet, for
years BP has failed to adequately invest in its own pipelines and
has been grossly negligent. It has not lived up to the image it has
spent so much money creating.

Alyeska Pipeline service, which operates the Trans-Alaska Pipe-
line, runs a smart pig every three years and maintenance pigs
every 14 days through its pipeline. In contrast, BP has not run a
smart pig through its western line since 1998, and did not pig the
eastern section since 1992, even though smart pigging is a very ef-
fective way to spot pipeline damage.

DOT ordered BP to pig its lines on March 15th. I am baffled as
to why it took until July for BP to finally comply with the order.
BP’s sluggish response is a further testament to its arrogant man-
agement and wanton disregard for responsible corporate steward-
ship. As a result of BP’s chronic neglect, over 200,000 gallons of oil
have been spilled, and BP must now replace 16 of the 22 miles of
corroded low stress pipelines in Prudhoe Bay.

I find it incomprehensible that a company that posted approxi-
mately $25 billion in profits last year and spent millions in adver-
tising to promote its image, did not allocate adequate funding to do
basic maintenance on its pipelines. How can a company that claims
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to be environmentally responsible have two oil spills in Alaska in
six months, all along resisting cooperating with regulators?

Yet, BP does not bear all of the blame for the shutdown in
Prudhoe Bay. The public expects Federal and State government to
conduct adequate oversight of companies that fail to do rudi-
mentary pipe maintenance. Ultimately, the average American is
bearing the brunt of BP’s failures and the Government’s failures.
Gas prices are at near record highs, while our biggest oil field is
only producing approximately half of its normal output.

I hope today’s hearing does more than simply assign blame. I
hope that today we determine what steps we need to take to pre-
vent this gross negligence from occurring again. The DOT has pro-
posed a rule which regulates low stress pipelines in unusually sen-
sitive rural areas. In light of this spill, I hope that today we con-
sider expanding the scope of this rule to include all low stress pipe-
lines. Let us not be too lax in our response and open the door to
the possibility of another spill occurring under our watch. Our top
priority must be prevention.

I hope today’s hearing will shed light on the strengths and weak-
nesses of this proposed rule and help guide our future policy-
making on this vital issue.

Thank you very much, Mr. Chairman and Ranking Member for
holding this hearing, and I thank the witnesses for being here. I
am looking forward to your testimony. And I yield back, Mr, Chair-
man.

Mr. YOUNG. I thank the good lady.

How many other people would like to speak at this time?

Just hang on. I want to know how many. One, two. Two, is that
good?

Admiral, with all due respect to a gentleman in your position, if
you would like to go outside and take a short break, you are wel-
come to do it until we get done talking, because you are going to
be sitting here a while, after your testimony, answering questions.
So that is up to you. I will give you leave of absence.

Admiral BARRETT. I thank you, Mr. Chairman, but I am happy
to hear the comments.

Mr. YOUNG. I appreciate that. You are not as quite as mature as
I am right now.

[Laughter.]

Mr. YoUuNG. Mr. Honda?

Mr. HONDA. Well, in that spirit, I wanted to just ask if I could
enter my comments into the record with your consent.

Mr. YOUNG. You are a great American, a fine individual.

Mr. HONDA. Following your lead, Mr. Chairman.

Mr. YOUNG. Thank you.

Who else? Mr. LaTourette.

Mr. LATOURETTE. Mr. Chairman, I strive to be a great American
too, but I will try and just do a couple minutes.

I have been on this Committee for 12 years and have sat through
a number of hearings and markups on pipeline safety, and Mr.
Oberstar’s institutional knowledge will be greater than mine, but
I can remember on high pressure pipelines there was a big discus-
sion.
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I think Mr. Oberstar had an amendment to reduce the amount
of years between smart pigging of those gas pipelines I think fol-
lowing the explosion to which he referred to in his opening state-
ment. And I don’t remember whether he wanted to take it from
seven to five or five to three, but I listened to his arguments, I lis-
tened to the industry’s arguments, and I wound up on that occasion
not voting with Mr. Oberstar in that markup.

I was in Cleveland recently and there was a radio trivia program
in the morning about this spill, and they said, well, how long has
it been since BP ran the smart pig through the pipelines in Alaska,
and they said it was 1992, and I said that can’t be right based
upon that discussion, it had to have been since then. And being
from Cleveland, the former headquarters of BP, the heir apparent
to Standard Oil of Ohio, I found that disconcerting and then looked
into some of the previous testimony by BP most principally at the
Energy and Commerce Committee.

And I hope that the witness today from BP, just sort of as a
head’s up, can talk a little bit about the company audit that found
that BP was without a senior corrosion engineer for more than a
year when the March spill occurred, and also left vacant the top
job in its pipeline corrosion oversight division in Alaska for more
than six months in 2005.

Also, I am interested in a statement that Mr. Marshall made at
that hearing that said that there was a fellow by the name of Rich-
ard Willum, apparently, who was the head of the corrosion inspec-
tion chemicals group, and it was opined that he had an abrasive
nature which may have intimidated workers from raising questions
about pipeline safety and integrity. And my question would be do
we think that the American public shouldn’t expect the safety
issues shouldn’t be raised at nuclear power plants, air traffic con-
trol towers, oil refineries, or pipelines because a boss has an abra-
sive nature.

I would, just on this Committee, suggest that if working with
someone from Alaska with an abrasive nature was an impediment
to getting our job done, we would never get anything done on this
Committee.

[Laughter.]

Mr. LATOURETTE. I look forward to the hearing and I thank you,
and I yield back my time.

Mr. YOUNG. I am glad you yield back the rest of your time.

[Laughter.]

Mr. YOUNG. If there is no other opening statement, I would deep-
ly welcome and deeply appreciate a gentleman that I have known
when he served in the Coast Guard, and, as you know, I am very
supportive of the Coast Guard, and he has taken on a very awe-
some responsibility, and I congratulate him for that.

And, unfortunately, right after he took over the job we have had
a couple spills. So, Admiral, you are welcome. I look forward to
your testimony and, of course, the questions that will be asked. Ad-
miral.



12

TESTIMONY OF VICE ADMIRAL THOMAS BARRETT, ADMINIS-
TRATOR, PIPELINE AND HAZARDOUS MATERIALS SAFETY
ADMINISTRATION, U.S. DEPARTMENT OF TRANSPORTATION

Admiral BARRETT. Good morning, Mr. Chairman. Thank you.
Ranking Member Oberstar and distinguished members of the Com-
mittee, thanks for the opportunity to discuss actions of the Pipeline
and Hazardous Materials Safety Administration to oversee BP op-
erations at Prudhoe Bay and the steps we have taken to prevent
future corrosion problems on similar low stress pipelines.

Our mission is achieving and maintaining safe, environmentally
sound, and reliable operation of the Nation’s pipeline transpor-
tation infrastructure. In practice, this requires understanding the
condition of pipelines and ensuring operators take actions to pre-
vent and address unsafe conditions. As you know, the first respon-
sibility for safety rests with the operator.

Following BP’s March 2nd crude oil spill, PHMSA used its statu-
tory authority to assert jurisdiction over all BP low stress transit
lines at Prudhoe Bay. We have issued a series of orders to the oper-
ator to perform long overdue inspections and maintenance, and im-
plement continuing measures for safe restoration of operations.

Since March, senior personnel from PHMSA have been on the job
directing these actions. I visited Anchorage and Prudhoe Bay in
July and again in late August to meet with our field inspectors, BP
and Alyeska executives, State officials in the Joint Pipeline Office
to assess issues firsthand. Acting Transportation Secretary Maria
Cino also visited in August to assess progress in compliance with
our orders.

We do not understand why BP did not more aggressively address
the corrosion problems that led to these leaks. We have found most
pipeline operators demonstrate a higher standard of care than we
saw here.

The recent BP Alaska incidents are not indicative of the health
of the rest of the U.S. energy pipeline infrastructure. The number
of serious incidents in which people or the environment is harmed
is steadily declining. As a result of our integrity management pro-
grams, operators have found and fixed at early stages over 57,000
defects systemwide, which otherwise could have grown to failure.
The system risk management approach the agency uses is getting
positive results.

On August 31st, the Administration proposed new safety require-
ments for rural low stress pipelines that could impact unusually
sensitive areas. This brings forward the integrity management ap-
proach that has proven successful on other lines, and we already
regulate low stress lines in populated areas and near navigable wa-
terways. The proposed rules have been under development for sev-
eral years, well in advance of this spill, and will prevent the type
of failure BP allowed to develop at Prudhoe Bay.

We started work on this proposal in 2003 in discussions with our
technical advisory committees and at public meetings in Anchor-
age, Austin, and Washington. As we always do, we began by re-
viewing available data, analyzed our rulemaking record from the
1990s, plus new data on several hundred spills voluntarily re-
ported.
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Two-thirds of these spills traveled less than 100 feet. No spill
traveled a distance as large as a quarter mile. And unlike the BP
configuration that we are talking about, operators report their
rural low stress lines are primarily short in length, small in diame-
ter, an easily surveyable. The primary causes of failure are corro-
sion and construction-related external damage.

Given the small size of the operations and predictable failure
modes, we proposed a known set of effective protections. Our pro-
posal applies the same level of integrity assessment we would re-
quire for high stress lines, including pigging. Moreover, we have
expanded corrosion requirements beyond what our high pressure
standards require, to include regular cleaning and continuous mon-
itoring for any risk factors that might develop over time.

I emphasize this is a proposal, one that uses a solid risk-based
program approach based on available information. We seek public
input. If better information becomes available through public com-
ment, we will use it to improve our proposed rule.

We will also rigorously inspect these lines once regulated and
bring the added value of PHMSA inspections. In our experience, it
is our inspectors, as well as the regulation, that brings the success-
ful outcomes, because they challenge operators to think and im-
prove their practices. Outside audits of our inspections have vali-
dated this approach.

The recent BP failures are serious, but we have other important
work to do, and we need your help, Mr. Chairman. The Secretary
of Transportation recently submitted to Congress the Administra-
tion’s proposal to reauthorize and build on success of the 2002
Pipeline Safety Improvement Act. Once again, a risk-based data
driven organization, we focused on a problem that is growing. Acci-
dents are tending up on construction-related damage on gas dis-
tributions that transit our neighborhoods, where people live and
work and where our children go to school. The Administration’s
proposal strengthens State programs to prevent this damage, a se-
rious threat to life safety.

The proposal also provides for a risk-based approach for retesting
natural gas pipelines, rather than a fixed seven year interval. A re-
cent GAO report endorsed this risk-based approach.

Mr. Chairman, I am also, frankly, humbled by a couple of the
comments I heard here this morning, and I will do everything I can
to earn this Committee’s trust and to sustain it. But I also want
to say, in my 35 years in the Coast Guard, I got to look not only
at Coast Guard programs, but the programs of many other agen-
cies, and the system risk-based approach that is being implemented
by PHMSA that I have seen in the past several months since I
have been on the job is rock solid. It is a sound, prudent approach
to get at the most serious problems we face.

Mr. Chairman, I assure you and Committee members that the
Administration, the Acting Secretary, myself, and the men and
women of PHMSA share your strong commitment to improving the
safety, reliability, and confidence in our pipeline transportation
system. We appreciate your interest in our work, and we intend to
keep improving our record and do the best possible job for the
American people and our Nation.
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Thank you very much. With your permission, I will submit my
written statement for the record, and I will be pleased to answer
any questions you may have.

Mr. YOUNG. Thank you, Admiral. I have a series of questions,
and then I will turn it over to Mr. Petri to issue time. I am going
to take a little break for a moment.

Have you or are you, in your department, are you acting as a po-
liceman or as an advisor? And if you are acting as an advisor, has
BP responded in a positive fashion about addressing this problem?

Admiral BARRETT. We provide oversight, Mr. Chairman, as you
know. We direct actions we think are necessary. The first respon-
sibility for safety rests with the operator. My assessment is, prior
to the March spill, BP was not doing the type of job that needed
to be done up there in understanding the conditions of their lines
and reacting appropriately to that.

I went up there in July to assess progress in complying with our
orders, and at that time it was not moving along as quickly as I
liked. Subsequently and currently, I would say that BP is doing the
types of things we would have liked to see them do sooner, but,
nonetheless, they are doing the types of things we think need to
be done to restore safe operations at Prudhoe Bay.

Mr. YOUNG. Do you have personnel on ground watching or over-
seeing what they are doing now so he or she can report directly
back to you?

Admiral BARRETT. Yes, sir, we do. We have had inspectors on site
almost continuously since the initial spills. We have had senior per-
sonnel visit there regularly. We brought in additional technical re-
sources from Oak Ridge National Laboratories to help assess condi-
tions and corrosion issues, and we maintain active inspection. I
would point out we actually validate the data we are getting from
BP. We are receiving a lot of data from them on a daily basis, and
we are assessing it daily on both the western and eastern operating
lines.

But a typical approach for us is BP goes out and shoots a seg-
ment of line to look for corrosion. We will spot-check some of those
inspections and we will take down the data, our inspectors will
take down the data. And when their data runs come into our office
in Anchorage or Denver, we are able to benchmark to make sure
that the data we are getting is reliable. So we have been active on
that and we will continue to be that way.

Mr. YOUNG. You issued some new regulations, I believe it was
last week. If they had been in place on low stress lines, would that
have prevented what happened in August?

Admiral BARRETT. Yes, sir, it would have. The proposed regula-
tions would require a comprehensive corrosion management pro-
gram to be in place, and the approach taken by BP prior to the
March spill would not pass muster under that proposal.

Mr. YOUNG. Of course, we heard a lot—it is so funny to listen
to this, but we heard a lot about what this is going to do to the
price of oil and gasoline at the pump station, et cetera, et cetera
Does PHMSA, when they have these inspections, does this come in
play or do you still have strict regulations to make sure that the
pipeline is safe?
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Admiral BARRETT. Well, Mr. Chairman, thank you. Our primary
focus is, of course, safety and environmental protection. We are
concerned, obviously, with the impacts of safety failures on the na-
tional transportation pipeline infrastructure and, in applying our
rules, we obviously factor that in.

The Administration also, in its reauthorization proposal, submit-
ted to the Committee and the Congress a proposal for a study that
we would conduct with the Department of Energy to get a better
understanding of the redundancy and the reliability of the national
pipeline infrastructure that would give us a better basis, perhaps,
to look at this issue in the future.

Mr. YouNG. Well, you know, we hear a lot about these lines, and
I have read testimony of some future witnesses about they refer to
the BP lines like other lines. But these lines that were affected, are
these a common form of line that had the spills and are they used
by other operators around the Country? And, if so, have those oper-
ators had the same problem? I mean, this is not the collective field
in the world.

You know, I like to say we are the largest producers, but there
are fields in Pennsylvania, there are fields in North Dakota, there
are fields in Montana, there are fields in Texas and Oklahoma and
Arkansas, et cetera, and I have never heard anyone talk about the
collective lines. Are these lines similar or are they different?

Admiral BARRETT. Mr. Chairman, what distinguishes them most
is their size. These are 30 inch and 34 inch lines. The eastern and
western areas each carry 200,000 barrels, roughly, a day of crude.
Most other lines of this type that you are talking about, the low
stress or the gathering, are much, much smaller; they are typically
shorter segments, maybe a mile or two to three or four miles, their
sizes are generally well less than half the size of the BP lines, and,
consequently, the risks they pose are substantially less.

Mr. YOUNG. Well, my time is about up, but you heard my open-
ing statement about the speed in which the oil would flow. Would
it be more advisable, or is this beyond your scope, of having a dif-
ferent line put in place because the field is diminishing in size now
in productivity so that there would be less chance for corrosion? Or
do other lines in the lower 48 have the corrosion problems that we
are having in Prudhoe Bay? Is there a different form of corrosive
0il?

Admiral BARRETT. I think, if I could, two answers. One is corro-
sion is a constant threat to any line, and those mechanisms are
well known. The risk of the type of microbiological corrosion that
we believe is involved here—and that is still being looked at—is a
known risk on the North Slope, and there are, you know the other
operations up there, including regulated lines, we oversee about
400 miles of regulated lines up there, factor that in to their corro-
sion management programs.

And so a well maintained, properly operated pipeline can operate
indefinitely, and we typically have not seen, as I said, the same
type—you know, what went on here was basically BP was not
cleaning the line on a regular basis and not understanding the in-
ternal conditions in that line. Typically, operators have a much
more aggressive program to get a handle on those issues. They cer-
tainly do on the North Slope. Taps, which you mentioned, and we



16

look at regularly, runs cleaning pigs about every 14 days and smart
pigs every several years, and we didn’t see that type of program
here, sir.

Mr. YOUNG. I thank you, Admiral.

I would just like to remind people, because the TV cameras are
on and I have a chance to be on the soapbox, just remind everybody
that we are dealing with the most northern part of the United
States of America and the most hostile climate, and we are pump-
ing oil. And I would just like to remind everybody or ask the ques-
tion where did the oil come from. I say this for Al Gore specifically.
This was a jungle at one time. This was a forest at one time. This
was a fern-laden area with mammals at one time. And that is the
reason we are pumping the oil. So before everybody jumps off the
edge of the cliff about the hothouse effect, just remember we were
there before.

I am out of time.

Mr. Oberstar?

Mr. OBERSTAR. The Chairman is never out of time.

Thank you very much, Mr. Chairman. Footnote to your comment
about oil being created at that spot, but that was millions of years
ago, and the place was uninhabitable by humans at the time. But
what was created in a period of several millions of years we have
been remarkably resourceful at consuming at a little under 100
years of the industrial revolution. And we will keep digging and
keep looking.

Mr. YOUNG. And we will build more dams and have hydrogen
gas, too.

Mr. OBERSTAR. That is right.

And your reference, Mr. Chairman, to the hostile environment,
I would call the Committee’s attention—I think it would be useful
for members and for the Committee to get the History Channel’s
review of the construction of and operation of the Alaska Pipeline.
It depicts in very factual, straightforward manner and very compel-
ling recitation of the hostile environment in which the line was
built, continues to operate, the protections to the permafrost that
were necessary in construction of the pipeline. And you and I both
served on the Merchant Marine Fisheries Committee at the time
that that was made possible, so you are quite right about the condi-
tions under which BP is operating.

Now, let’s look at the record of this company, Admiral.

In March of 2005 there was a Texas refinery explosion of BP. Fif-
teen people died, 100 or so injured.

March of 2006, 270,000 gallons spilled, the worst spill, up to that
point, on the North Slope, BP. The Eastern Operating Area, they
did a smart pig of an eight mile segment, identifying 187 anomalies
of pipeline wall loss, 16 in which the loss was 70 to 80 percent, ac-
cording to the documents your agency has provided us.

Didn’t an alarm bell go off somewhere in BP? Apparently not.

August 6th BP began shutting down the Eastern Operating Area
when the network lost 200,000 barrels. April of 2006, 12,000 cubic
foot natural gas loss also in Alaska. In March of 2006, Toledo,
Ohio, 8400 gallons of gasoline. Just fortunate that that didn’t ex-
plode like Mounds View in Minnesota. In 1998 BP pigged the line,
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f(})lund six areas of internal corrosion, but never did anything fur-
ther.

In Little Falls, Minnesota this year, just a few months ago, Koch
Industries—that is K-O-C-H Industries—Pipeline broke, sent a gey-
ser of oil 75 feet in the air. Passing motorists, realizing that Morri-
son County is not in the oil belt, it realized that that was unusual,
called 911, which called the Koch Pipeline headquarters in Wichita,
Kansas, and they had already been alerted by their own sensors
that there was a break and began the process of shutting it down.
There were 135,000 gallons of oil that contaminated the land. For-
tunately, it was far enough from the Mississippi River that it didn’t
get into the Mississippi to contaminate that extraordinary body of
water.

I will say that Koch responded very promptly, very vigorously,
but there too they had pigged the line. They noticed that there
were anomalies several years ago. They decided it was not within
the ambit of seriousness to do anything about it, so they let it go,
and that is where the corrosion occurred, that is where the break
occurred, and that is where the damage was done to the land.

Now, when there is an isolated incident you can say, well, some-
body missed something or they didn’t take it seriously enough. But
here is a pattern of conduct, and that is what we look for in safety,
in systems of safety. And here is a pattern of conduct that deviates
from safety, from that standard that I cited that is in the law:
maintenance of safety is the highest priority, highest degree of
safety in pipeline transmission.

This is not a pattern of conduct of highest level of safety. This
is a corporate culture of neglect of safety. And when the corporate
boardroom fails, a Federal agency must be there to make sure that
they correct their failures.

Now, what do you think we need to do from here forward? We
have a five year inspection in high pressure liquid lines, we have
a fire year requirement for low pressure liquid lines that are in
populated areas of 50,000 SMSA or greater. But all others—gas
transmission lines are seven years and all others unregulated. How
can we justify, how can the department, the agency justify that dis-
tinction? There are only 600 miles of line in low density population
areas that are environmentally sensitive. The rest of them don’t
count? Admiral?

Admiral BARRETT. Thank you, Mr. Oberstar. Two things. One,
the proposal we have on the low stress lines would bring forward
the type of regular inspection you are talking about on the high
stress lines, that is, a pig or equivalency with every five years or
so. It actually goes beyond that and would require regular cleaning
of the lines, continuous monitoring and remediation.

So I think we are, with the lines that we are talking about here,
the BP lines, we are taking essentially the same approach and, in
some senses, enhancing it, certainly with respect to cleaning. It re-
quires operator qualifications, it requires leak detection systems,
and it requires better record keeping so we get a better handle on
what is going on.

But in terms of your broader question, I think the answer is that
over the last, certainly, six, eight years the agency has brought
forth a very aggressive, what we term and you know—and I think
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you had some fingerprints on some of this—an integrity manage-
ment program. And our inspection approach, our regulations are
quite comprehensive. They include a broad range of how operators
look at their lines, identify the most serious risk, and then have to
react to that. And we have, through that process, corrected over
57,000 defects on lines through that process.

But I don’t know if people understand how comprehensive that
is. We typically, on the IM inspections, we will put a team out
there for as long as two weeks. We frequently partner up with
State inspectors if they are part of our program in a particular
State, and we will take a rigorous look at what the company is
doing at all levels to ensure that they have a safe system of risk
management and continuous adjustment on their programs.

We, in fact, to respond specifically with respect to BP on the
North Slope, we also oversee their regulated lines on the North
Slope, and for the past several years we have been engaged with
them in getting them to bring up the integrity management pro-
grams on those lines. And we have talked to them about their lines
in the lower 48 and inspected them, again, from the same ap-
proach. Ms. Girard called in—this was before I got here—the CEO
of BP North America, to discuss exactly that, how you are bringing
forward an effective integrity management approach in areas
where we were identifying problems. And we do look at operators’
records of performance and we do identify where we think they are
sleeping.

So I appreciate the comment. I understand it. I think the agency
is moving against it. That is not to say we can’t always do things
better. Certainly on the low stress proposal we are soliciting com-
ments, and if there is data or information out there that people feel
suggests we should do something more or less rigorous or with
some different approach, we are certainly open to it. But I appre-
ciate the comment and I understand the concern, sir.

Mr. OBERSTAR. Well, I have a number of other questions, but this
place clears out pretty fast after opening statements, Mr. Chair-
man, and in deference to those who remain, I will withhold. But
I will come back to a number of issues in your comment.

Mr. PETRI. [Presiding] Thank you.

Mr. Gilchrest.

Mr. GILCHREST. Thank you very much, Mr. Chairman.

Admiral, thank you for coming and giving us your testimony.
Can you identify the specific microorganism that caused this corro-
sion to occur? And is it a new microorganism, has it evolved in any
way, or is it a known entity?

Admiral BARRETT. Mr. Gilchrest, thank you. We do believe that
the spills up there were likely caused by microbiological activity.
We are looking into that. We haven’t completed our look. We don’t
know specifically what organism may have been involved or may
not. We will continue to look at that to pin down what is going on.

What I did want to offer to you, though, is the risks of this type
of corrosion are well known up on the North Slope. Typically, they
inject sea water or water into the wells. The risk of organisms get-
ting through the production separation process, where the water
and gas is taken out, and into some of the product and moving
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down the transfer lines is a known risk, and there are methods, in-
cluding cleaning, corrosion inhibitors.

Mr. GILCHREST. So this is not anything that caught anybody off
guard? There are known mitigation measures to these kinds of cor-
rosion and it is known that those mitigation measures, even in this
circumstance, done on a regular basis, would have been effective?

Admiral BARRETT. Yes, sir, and the other operators do that. And
without understanding exactly what the mechanism, as you said,
I would qualify on that basis, but generally regular cleaning of
lines like this and effective corrosion management programs would
preclude this type of problem.

Mr. GILCHREST. So years of experience in this kind of environ-
ment, pumping out this quantity of oil, using sea water probably
on a fairly regular basis over the decades, this kind of problem
with corrosion is known to be mitigated with regular treatment so
it wouldn’t happen.

Admiral BARRETT. Sir, I would say the risk is generally well
known up there, and operators have to have a comprehensive cor-
rosion management program in place to address it, and most do.

Mr. GILCHREST. So as a result of past experience and known
mitigation measures, who do you think is at fault for these leaks,
BP, Pipeline Safety Administration, a combination of the two, or
what other factor?

Admiral BARRETT. I would say the primary responsibility for
safety always rests with the operator. Prior to the March spill,
these lines were not regulated by us, and we have proposed, as has
been indicated this morning, bringing them under Federal over-
sight.

Mr. GILCHREST. Who regulated the mitigation measures to corro-
sion?

Admiral BARRETT. Well, typically, on most of the lines up on the
North Slope, we have oversight programs in place and, again, the
operator would have primary responsibility, but we would oversee
the way in which they manage it.

Mr. GILCHREST. Now, you would oversee the way they manage
the mitigation measures to prevent corrosion. That is in statute
right now?

Admiral BARRETT. Yes, sir. In our regulations, Part 195 of Title
49 describe the approaches we would take and what requirements
we have in place to do that.

Mr. GILCHREST. So those approaches weren’t taken or you missed
some of the scheduling clean-outs?

Admiral BARRETT. Well, these requirements did not apply to
these lines prior to the March spills.

Mr. GILCHREST. Oh, I see.

Admiral BARRETT. We have imposed a lot of requirements subse-
quent to that spill by order and we have proposed regulations to
address it on a broader scale.

Mr. GILCHREST. I see. Thank you very much.

Admiral BARRETT. Thank you, sir.

Mr. GILCHREST. Thank you, Mr. Chairman.

Mr. PETRI. Mr. DeFazio.

Mr. DEFAZ1O. Thank you, Mr. Chairman.
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Admiral, in response to one of Mr. Gilchrest’s questions you said
the companies have to have comprehensive corrosion management
in place and most do. I am concerned about the most do part. Can
you tell me who those that don’t?

Admiral BARRETT. I was thinking specifically, sir, of the discus-
sion about BP and what transpired recently up there, and specifi-
cally with respect to the North Slope. The other lines that we see
have the type of cleaning and corrosion controls in place that the
regs require and that we would expect, quite frankly.

Mr. DEFAZI10. Okay, so you are talking about the comparison be-
tween the regular maintenance cleaning, inspection that Alyeska
does versus BP, that sort of thing.

Admiral BARRETT. Yes, sir.

Mr. DEFAzio. It wasn’t something more generally broadcast
around the Country—

Admiral BARRETT. No, sir.

Mr. DEFAZ1I0.—where we might have other problems we don’t
know about?

Admiral BARRETT. No, sir.

Mr. DEFAzIO. Okay.

Admiral BARRETT. In fact, to the contrary.

Mr. DEFAZIO. I am just curious—and I will be asking BP about
this, but what does it cost to clean or smart pig a line? I mean,
I assume, if Alyeska does it every two weeks with cleaning and
then regularly—I mean, it can’t be prohibitively expensive.

Admiral BARRETT. No. It would vary, obviously, with the size and
nature of the line, but typically a cleaning pig is much less expen-
sive, maybe $1,000 a mile, you know, for a line the size of Alyeska.
It is still substantial. But the ILI, the inline inspection device, is
much more expensive—of course, you not only have to run the de-
vice, you have to analyze the results—but you might be looking at
about, I would guess, $6,000 to $8,000 a mile for that type of ap-
proach.

Mr. DEFAzIO. Okay. So here is sort of—I mean, you are talking
about risk-based management, and that is sometimes the best way
to go versus a hard rule, but I am concerned here that BP was ap-
parently following industry standards for 20 years, and they sup-
posedly were following a risk-based management approach pro-
posed by industry. I am concerned about something that isn’t more
prescriptive, particularly in all these other thousands of miles of
line we are talking about and whether or not a risk-based ap-
proach, given that prevailing mentality, is adequate.

And T guess it kind of reminds me of a fight I engaged in from
when I first came to Congress that, unfortunately, never came to
fruition until after a horrible tragedy, but for years I argued that
the FAA was conflicted because it had to regulate both the public
health and safety, but it also was mandated under historic statutes
to promote the industry, and balance those two things. It was only
after the Value Jet crash that I was able to get an amendment to
strip them of that charge and move them much more toward pure
public safety regulation. And I am concerned here.

Yes, we don’t want to impose unnecessary costs, but we don’t
want to lean toward avoiding costs to the industry that might pre-
vent depredation of public resources. I mean, again, on your low
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pressure, as I understand it, it doesn’t—you know, a creek isn’t
necessarily a sensitive area, it just might happen to be your creek.
It isn’t defined under Federal law as particularly sensitive. And
then the quarter mile, as I pointed out earlier, yes, you said many
spills don’t go more than 100 yards, but, you know, there are many
places where pipelines have been built in essentially following
rights of way and cuts that are above valleys with water, you
know, below sometimes critical resources more than a quarter mile
away. Again, where did we come up with a quarter of a mile?

So I guess I have a couple of questions. Why wouldn’t we regu-
late all pipelines and move away from the risk-based approach for
the majority? Where did we get the quarter mile standard? Why
don’t we apply the standard in any and all watersheds with at
least the minimum quarter mile standard? Those would be three
questions.

Admiral BARRETT. Thank you, sir. Let me approach it on a cou-
ple levels. First, for clarity, I have said repeatedly, and I would em-
phasize, with respect to the specifics of the BP spill, I don’t think
BP was following the type of standards we typically see in the in-
dustry, whether the lines are regulated or not, by not having a reg-
ular cleaning program and understanding the conditions of their
lines. So I don’t want to leave the impression that they were follow-
ing the practices we typically see.

On a broad sense, the risk management issue I think is impor-
tant, and in the rule making we propose, for example, and we
apply elsewhere, you know, you have to continuously monitor and
assess conditions on your lines, understand them, and then react
to your most serious risk. But what gets lost sometimes is one of
the reasons that approach is so important, and I also think one of
the reasons it has been so effective in other areas that PHMSA has
regulated, is the risk changeover time. In other words, it can
change from external circumstances, such as development coming
up around a line, maybe we are building more houses or more
schools; maybe the data we have is showing a new problem, Mr.
Gilchrest mentioned maybe it is a different kind of microbiological
activity you need to adjust to.

But the risks change. And I believe firmly you have to have a
program in place that requires the operator to look at their risk
profile, catch changes in that, and react to it in a way that cuts
those risks off early. And I think that is the fundamental value of
those types of approaches, and the more prescriptive approaches
typically cannot get to that.

I heard the comment earlier about the five year. We generally re-
quire, and would in this rule, pigging of these lines about every five
years. But there are some lines that you can’t pig; they are either
telescoping in nature, they may have bends or valves in the lines
that would prevent that. So you have to have some other way to
provide equivalent levels of safety, and, again, manage that risk in
some prudent way.

And with respect to the quarter mile, again, we are a data driven
organization, and I think that is our charter—

Mr. DEFAZI0. If T could, before you answer that. But as I under-
stand it, you do not mandate that data be submitted on all the un-
regulated lines So since there is no mandate that you receive the
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data, unless you read about it in the newspaper or it somehow is
brought to your attention, you won’t necessarily know about it. So
how can you be data driven on those thousands of miles of line if
people don’t have to report?

Admiral BARRETT. We have looked at the lines that are out
there, the nature of the lines. Many of these, as I said, are small.
A couple States have good records on them, Texas in particular.
And we have looked at the nature of those lines, the amount of
product that they hold, and generally where they are being oper-
ated and how, and, simply, our assessment is that they don’t pose
the same level of risk as the larger lines, particularly the big lines
you are talking about with BP.

But I want to be clear. We are a data driven organization, and
the record is open. This is a proposal. And if there is information
or data out there that suggests the scope of what we are approach-
ing should be expanded or contracted, or the requirements should
be different, if that information is brought forward on the record,
we are certainly receptive to it. And I want to be clear on that.
This is a proposal and we are open to information that suggests the
answer could be adjusted.

Mr. DEFAzZIO. Okay, thank you.

Thank you, Mr. Chairman.

Thank you, Admiral.

Admiral BARRETT. Thanks.

Mr. PETRI. Let’s see, Mr. LaTourette.

Mr. LATOURETTE. Thank you, Mr. Chairman.

And, Admiral, thank you for the work that you do and the quick
response. I just have one question, and I will try and make it short,
but it is a follow-up on what the Chairman was discussing with
you. I don’t think that my district is unique from other members’,
and probably the number one phone call we received until recently
was about the price of gasoline.

Now, thankfully, normalcy has almost come back in that gas is
about $2.29, and we have a lot of discussions and debates around
here about everybody wants gas to be about a buck a gallon again,
the good old days; we fight about whether we should explore for
more oil; we ask questions about why we haven’t built any new re-
fineries since 1981. I can remember a couple years ago Marathon
Oil wanted to build a pipeline across Ohio and everybody wanted
cheap gas, everybody wanted more pipelines, but nobody wanted it
in their backyard in Ohio.

So if it is not only a supply and demand question, it is also an
infrastructure question. When the shockwaves on gas prices first
were felt in my part of the world maybe three years ago, when
there was a disruption in the Wolverine Pipeline in Michigan and
then also one on a pipeline whose name I don’t recall, but between
Oklahoma and Texas, and gas went up to $2.25 and people were
screaming then. And we have seen now, when it has crested $3.00,
people really don’t know what to do.

The Chairman’s question, and I think my question to you is I
heard you answer him that when you look at the things that you
need to look at relative to regulation, safety trumps everything
else. And I think that that is exactly as it should be. But I think
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what he was getting as is do you have the authority today to con-
sider economic impact.

And by that I mean not all pipelines are created equal, and in
this day—I think we are in an energy crisis, and in this day of en-
ergy crises, do you feel that, at PHMSA, you currently have the au-
thority to take into consideration the economic impact that would
result in the disruption of a certain pipeline as you move forward?
And, if you don’t, is there something that you think we need to do
to give you more tools?

Admiral BARRETT. Thank you, sir. No, I believe we have the au-
thority that we need. And what I would say is we certainly can
look at the, just from a transportation agency, the impact on trans-
portation, as I said, our safety oversight and environmental over-
sight does provide benefits to the reliability and integrity of those
lines.

I think the real issue is the appropriate way to factor that in to
our oversight programs, and obviously we are going to look a bit
harder at that and pay more attention to it. But I think the real
issue is we have the authority, it is how we can bring that forward
in an effective manner.

Mr. LATOURETTE. I thank you.

Chairman, I yield back.

Mr. PETRI. Thank you.

Mr. Pascrell?

Mr. PASCRELL. Thank you, Mr. Chairman.

Vice Admiral, I looked through your testimony very carefully,
and I want to bring your attention to a couple of places. You know,
my conclusion was, when I read your testimony, here we go again.

Page 3 of your testimony, the second paragraph: “We have pro-
posed new federal regulations for low stress pipelines, including the
BP lines that recently failed. The rules have been under develop-
ment for several years and would prevent the type of corrosion fail-
ure BP allowed to develop at the Bay.” This, to me—and I can only
give you my perception of this—is nothing more than bureaucratic
drivel, because you also say, on page 4, in the second paragraph:
“Based on the information developed in connection with our rule-
making proposal, we believe that most other unregulated low stress
pipelines are operated to a higher standard of care.” You see where
I am talking about?

Admiral BARRETT. Yes, sir.

Mr. PASCRELL. And on page 8 you say, first paragraph: “Based
on information received in connection with developing our proposed
rule making for low stress pipelines, we believe most operators
demonstrate a higher standard of care in their operations whether
or not they are federally regulated.”

I want you to tell this panel what leads you to that conclusion?
What evidence can you put before us that the process of self-regula-
tion in these low stress lines actually has credibility? And I can go
on to cite to other places, but start off with that.

Admiral BARRETT. Well, first—

Mr. PASCRELL. Admiral, the reason why I am asking this ques-
tion, sir, with all due respect, is BP is only a small part of this
problem. We passed legislation on this very panel not too long ago.
It didn’t even include liquid pipelines. It didn’t even include it.
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That was six weeks after the disaster in the Bay. So I come with
a perception here, and I want you to correct my perception.

Admiral BARRETT. In two senses I would. First, the agency has
been working on these regulations for several years, well in ad-
vance of these bills, and it is one of the last pieces of the puzzle,
if you will, that we brought forward in response to the 2002 Pipe-
line Safety Act, and the highest priority of the agency has been on
lines that threaten life safety and our communities. The type of sit-
uation Mr. Oberstar mentioned at Moundsville is acutely on my
mine—

Mr. PASCRELL. Vice Admiral, you know, back in 2002 it was not
because of your agency which brought us to that point, it was be-
cause this bipartisan Committee kept on insisting that we come to
some compromise and some change. The Administration did not
run point on that, has not run point three months ago, and has not
run point on it now. So what happened in 2002 is not because of
the agency, it is because of a bipartisan cooperation on this Com-
mittee.

Admiral BARRETT. With respect, sir, I would suggest that the
record—and it is in my statement—of performance that the agency
has brought forward in this industry over these years has shown
a steadily decreasing trend in the serious incidents on pipelines.

But I want to answer your second question also, and that is
where did we get this information. In the several years we were
working on this, we had a number of public hearings. We had mul-
tiple meetings of our technical advisory committee. We solicited
input from the public and from the industry on these low stress
lines, in terms of where they were, what size they were, how much
product they carried, what areas they threatened, and how they
were being overseen and managed by the industry.

And that is where that information came from, that extensive,
several year process of gathering data, and that is what our pro-
posal, frankly, is based on. And the contrast that I was drawing
there was what we were seeing with respect to the very large low
stress lines that BP had on the North Slope and the vast majority
of these lines in the United States, which are far smaller, much
shorter segments, and pose, in many respects, a different problem;
and the proposal goes at the most serious risks that those lines
pose.

Mr. PASCRELL. The specific issue that we are addressing today,
and I was trying to put it into context, we are talking about 22
miles. It costs 8,000 miles to clean, you have heard this, to pig.
That is $176,000. There is something wrong here, because this is
a corporation which had a $226 billion profit last year. And the cost
of cleaning this up is $100 million. There is something wrong. And
you are not here defending—are you? I don’t think you are.

Admiral BARRETT. No. To the contrary—

Mr. PASCRELL. I know you are not defending any particular cor-
poration, but are you defending the possibility that we can do this,
these thousands of miles of pipeline, we can do this part self-serv-
ice and then the Government inspect some of it? Or are you saying
there needs to be regulation for all of the lines? What are you say-
ing?
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Admiral BARRETT. Well, two things. First, the type of inspection
you refer to with respect to BP, we have in fact ordered, subject
to the March bills, the eastern line that turned out to have the
problems in August was being assessed by a smart pig because we
ordered it. And so understanding the conditions of the lines is
something we expect in all of our programs and in any area we
oversee.

But in terms of the regulation we are bringing forward, it is tai-
lored to address the most serious issues we believe these lines pose,
and not be unduly burdensome to many smaller operators with
smaller lines, where we believe the risk is not as great. But we are,
as I indicated, open to data if the public or anyone else believes
that the proposal should be more or less stringent. You know, that
is a normal process for us and it is a normal process for Federal
regulatory agencies, to put what we think the best thinking out is
Ehere and solicit public input on that, and that is what we are

oing.

Mr. PASCRELL. Mr. Chairman, I just have one further point. BP
just had an accident on what we would consider is a small low
stress unregulated line in Long Beach last week. The point I am
trying to make, in conclusion, Mr. Chairman, is that all of these
lines we need to sit down—as we did with the gas lines—we came
to a compromise, we came to an understanding, after many years
of gridlock. This is not a question of regulation versus deregulation.
This is not the question. We missed the point. We should have reg-
ulation that we could all agree with, and I hope that that is the
direction you are going in.

Admiral BARRETT. Sir, and in fact, the Long Beach line you men-
tion is regulated by one of our State partners, California, and we
are working with them now and will look at what may or may not
have transpired there.

Mr. PAscCrRELL. Thank you, Vice Admiral.

Thank you, sir.

Mr. YOUNG. [Presiding.] Mr. Boozman?

Mr. BoozMAN. Thank you, Mr. Chairman.

Admiral, can you help me a little bit with the extent of the prob-
lem? After Katrina and the episodes there, when we got into really
looking at our dams and dikes and things like that, we really found
a tremendous problem that is going to cost a great deal to rectify.
You know, with this additional 600 miles or whatever, what is your
gut feeling as to the extent of the problem that is out there? I
n}llean,? are they in good shape or are they not going to be in good
shape?

Admiral BARRETT. They will be in much better shape once we
apply the requirements that we have got in this package. And we
are directing that at the lines we believe have the most risk.

But, in fairness, what is coloring the picture right now is the low
stress line that BP had on the North Slope, which is more than
twice the size of most of these lines. Most of these lines are far
smaller, they are in rural areas, they do not threaten population
or navigable waters. Certainly, there are risks there and, certainly,
we are being attentive to that, but, candidly, we do not believe that
they pose the same level of risk that a line like the BP lines at
Prudhoe Bay pose.
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Mr. BoozMAN. And yet, like I say, there are dikes that have more
level of risk as far as population and stuff like that, but a bad dike
is a bad dike. As we get into this, are a lot of the 600 miles, are
we going to find problems that is going to take a lot of money to
correct?

Admiral BARRETT. No, sir, I don’t believe it will. In many cases
these lines are, as I indicated, from the public record we have got,
being indicated with a generally reasonable standard of care. And,
obviously, we are looking to make that a bit more rigorous, but I
think our estimate in the rule making was about a $17 million tar-
get. I would have to go back and look at the cost benefit, but we
are bringing the regs forward in a way we think will be effective
and where the cost benefit analysis sustains the action we are pro-
posing.

Mr. BoozMAN. Good.

Thank you, Mr. Chairman.

Mr. YOUNG. I thank the gentleman.

Mr. Honda?

Mr. HONDA. Thank you, Mr. Chairman.

Vice Admiral, thank you for being here. I guess I am trying to
understand. PHMSA is an organization that is to regulate pipe-
lines, is that correct?

Admiral BARRETT. It is one of our charters. We also do hazardous
materials.

Mr. HONDA. And you are about to put together regulations that
would cover low stress pipelines?

Admiral BARRETT. Yes, sir.

Mr. HONDA. And it hasn’t been done before because it was con-
sidered that, if it is in the rural areas, that they are not of great
concern?

Admiral BARRETT. No, sir, not that they weren’t of concern. We
have been working on the rule making for several years. But they
did not have the same priority as high stress high pressure lines,
oil and gas, that run through populated areas. I mean, we put our
first priority on life safety.

Mr. HoNDA. Okay, so the low stress pipelines in rural areas were
of low priority, so, therefore, they were exempt from inspection?

Admiral BARRETT. No, sir. We were moving to bring them under
regulation. I am just trying to understand your question, though.
We moved first. That is, the agency moved, since 2002, first against
higher risk.

Mr. HoNDA. Okay. And then since they were exempt and they
were going to be done later, the industry was—they were required
to do the inspection?

Admiral BARRETT. The operator is always responsible for, you
know, the safety of the operation of the line.

Mr. HONDA. They were required to do the inspection?

Admiral BARRETT. They would have to maintain their lines as
any responsible operator.

Mr. HONDA. Is it required for them to create the—do we, by stat-
ute, require them to maintain their own—I mean, you know, when
we go on the road and drive, we are required to have certain kinds
of levels of proficiency. Are we requiring—did we require them to
have a certain level of maintenance or oversight?
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Admiral BARRETT. Well, again, I think the level of care that the
operator—

Mr. HONDA. That is yes or no. By statute, did we or did we not?

Admiral BARRETT. Well, no. We are proposing to bring them
under regulation, which is what we propose—

Mr. HONDA. Okay, so they were not regulated. They were sup-
posed to be responsible.

Admiral BARRETT. Yes, sir.

Mr. HoNDA. Okay, and they were not.

Admiral BARRETT. And we were bringing forward regulations to
oversee them.

Mr. HONDA. Now, the evidence of corrosion was detected by the
smart pig that you required them to use, and found about 187
anomalies in the walls of the 22 miles or 8 mile section up in the
Eastern Slope of wherever it was?

Admiral BARRETT. Prudhoe Bay.

Mr. HONDA. There was some discussion about sea water and or-
ganisms. I am not sure that is—you know, I don’t know how perti-
nent that is if the inspection is supposed to look at anomalies in
walls, right? So are we looking at ways to conduct these kinds of
inspections in the future?

Admiral BARRETT. The proposal we have put out would require
a much more extensive corrosion management program, but fun-
damentally—I think I understand your question. Fundamentally,
an operator has to understand the condition of his lines. He has to
be able to understand what—

Mr. HONDA. Not to interrupt—

Mr. YOUNG. Would the gentleman yield? Let him answer the
question, please, Mr. Honda. Don’t interrupt him as he is answer-
ing.

Mr. HONDA. Okay, I just have a certain amount of time. I am try-
ing to get to certain points.

Mr. YoUuNG. I will yield time.

Mr. HONDA. Go ahead, Admiral. Thank you.

Admiral BARRETT. I think, so, fundamentally, any operator has
to do that. And our requirements, in many cases, require them to
do that, and that is exactly what our proposal would require these
low stress lines to do.

Mr. HONDA. Does the proposal require an audit of how many low
stress pipes we have out there?

Admiral BARRETT. It would require that—obviously, one of the
things that we will do is, once the rule is in place, we will go out
and inspect these lines, and we will assess if all the lines that are
within the scope of the regulation are being covered. And that in-
spection program is a very critical portion of what we do. And, typi-
cally, when we go out and look at, on the ground with our inspec-
tors, we will typically pick up some lines that perhaps we weren’t
aware of, and we will bring them into the program.

Mr. HONDA. Do we have an inventory of low stress pipelines?

Admiral BARRETT. On the national level they are not mapped in
all States, so the answer is—

Mr. HoNDA. No.

Admiral BARRETT.—we are basing our estimates on what we
were able to get from States that have these lines mapped.
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Mr. HONDA. So we don’t have an inventory as of yet. Are we
going to require that in our guidelines?

Admiral BARRETT. We will go out and look at, you know, the
lines that are within our scope, and we will put inspectors out and
see what is in those fields.

Mr. HONDA. Are we going to require, under the guidelines, to
have an inventory of low stress pipelines?

Admiral BARRETT. On a national level we will require mapping
of the lines that are within our program, and we will look to ensure
that all lines that are covered by the regulation are mapped.

Mr. HONDA. Within the programs, your program, who is not in-
cluded?

Admiral BARRETT. I mean, we do not require mapping of lines
that are not regulated by us or by the States. We have substantial
partnerships with the States, and they oversee a lot of this.

Mr. HONDA. So—

Admiral BARRETT. But on a Federal level we only map the areas
we are responsible for.

Mr. HONDA. Then help me understand the delineation between
State responsibility and Federal responsibility over the inventory of
low stress lines.

Admiral BARRETT. Well, again, if we bring them in the scope of
our regulations, we will inventory them and map them.

Mr. HONDA. What are the criteria in order to bring them into the
inventory?

Admiral BARRETT. Well, again, what we know from States, our
partners, our primary partners, and, secondly, what we find when
we go out and look at these lines and assess the fields that they
are in. We get information from the operators. We ask and we get
a lot of data.

Mr. HONDA. Who are the primary authors of the guidelines that
PHMSA is putting together?

Admiral BARRETT. Well, of course, we are.

Mr. HONDA. You in partnership with the States and with the in-
dustry, or what?

Admiral BARRETT. Well, the national pipeline infrastructure, if
you will, is overseen not only by Federal agencies, but by States;
they play a significant role. In fact, one of the proposals, Mr. Chair-
man, in the reauthorization package would be to strengthen State
oversight of the area we feel that is currently the most treacherous,
which is the natural gas distribution systems. But that is a State
program that we are looking to bolster.

Mr. HoNDA. Okay, then I guess the sense I am getting is that
no matter how much work we do on oversight and bringing low
stress pipe into the system, there is going to be still some low
stress pipes out there that are not going to be inspected nor have
any oversight, whether at the State level or the Federal level. Is
that correct?

Admiral BARRETT. Well, we are proposing to oversee the areas
where we believe the risks exist, and we are certainly open to data
that suggests that that proposal should be more or less stringent
or have different requirements. But, you know, we are a data driv-
en, risk-based organization, and so we tailor our proposals to where
we believe the risk is.
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And in this particular case, with low stress line, we believe the
risk exists where there are threatened environmental areas. We al-
ready do the populated areas and the navigable waters, but where
there are threatened or endangered species, where it could threat-
en community water supplies, and where the history of spills sug-
gest that a failure on one of those lines could threaten those activi-
ties, the quarter mile buffer that we have talked about.

Mr. HONDA. Last question, Mr. Chairman.

It seems to me, if you are data driven, it sounds like the data
is acquired reactively.

Admiral BARRETT. Not necessarily. We have gone out over sev-
eral years extensively with public hearings, public announcements,
public meetings to draw in as much data as we can get. Is it per-
fect? No. Typically, unregulated line—I mean, we are gathering as
much data in as we can, and we are receptive to any data that is
available.

Mr. HONDA. Okay. And—

Mr. YOUNG. The gentleman’s time has run out.

Mr. Boustany?

Mr. BousTaNy. Thank you, Mr. Chairman.

Admiral, has the quality of your inspections changed within the
last six months?

Admiral BARRETT. Well, I think not only in the last six months,
but probably over the last several years the quality of our inspec-
tions has become much more rigorous through the integrity man-
agement program. As I indicted, a typical inspection for that pro-
gram is not a one shot by one inspector looking at a thing, but it
is basically a two week program oversight of what an operator is
doing; it is checking their data, checking their programs, going out
and validating it in the field and making sure that they are paying
attention to the most serious issues; and, as a follow-up to those
inspections, ordering, if necessary, any corrective action. And, typi-
cally, our inspections lead, about 80 percent of them, lead to us ob-
taining or directing some type of follow-up enforcement or compli-
ance action by operators.

Mr. BousTANY. Thank you. What kind of review has PHMSA’s
oversight activities received from the Inspector General of DOT or
the GAO?

Admiral BARRETT. Those reviews have been multiple over the
years and generally highly favorable. Most recently, GAO came out
with two reports the end of August which are, for the most part,
highly complimentary, the approaches used. And what I would also
say 1is, frankly, we have been very aggressive in clearing rec-
ommendations from the National Transportation Safety Board in
our lanes.

I think probably over the last four to six years over 40 NTSB rec-
ommendations—and I believe we only have about three that are
still open, and they are open with acceptable actions. So I would
say the endorsement has been strong. And, quite frankly, as I indi-
cated, based on my experience, I think the program approaches
being used are rock solid.

Mr. BousTANY. And one final question. In talking about your
risk-based approach in answering Mr. LaTourette’s question about
looking at economic impact, and you said, yes, you do have the au-
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thority to do that, do you also consider our Nation’s energy security
and distribution as part of that equation? And do you communicate
with the Department of Energy on these issues or are you really
stovepiped in this approach?

Admiral BARRETT. No, I would say one of the strengths we have
is outreach with other agencies, and we are working on that all the
time. As I indicated, we have submitted—the Administration has
submitted a proposal to help us get a better handle on that with
a study that we would do jointly with Energy to understand the
issue a little more clearly. I believe we have the authority, but I
think, frankly, we would like a little better understanding of where
these issues might be so we can tailor our approaches appro-
priately.

Mr. BousTANY. Do you have a time line on that study?

Admiral BARRETT. I believe it is one year. I would have to go
back and check, but—

Mr. BousTANY. We would be interested.

Admiral BARRETT. It would be—it is in the Administration’s pro-
posal. And I appreciate—I believe the Committee has endorsed
that, and we would look forward to that.

Mr. BoustaNy. Thank you very much.

Mr. Chairman, I yield back.

Mr. YOUNG. I thank you.

If there are no other—oh, excuse me, Mr. Oberstar.

Mr. OBERSTAR. Thank you, Mr. Chairman. I have just a couple
of points that I desisted earlier so that other members could have
their full opportunity.

Admiral, I want to come back to your statement that the internal
inspection requirements of the proposed rule are the same as the
inspection requirements in current law. But the proposed rule pro-
vides that the operator may use inline inspection tools. That is not
the same as current law that says must.

Admiral BARRETT. If there is any lack of clarity there, sir, we
would be glad to clear that up, but basically—

Mr. OBERSTAR. You would be willing to substitute must for may?

Admiral BARRETT. Sure. Because, in reality, as you well know
and the Chairman knows, you can’t pig lines all the time. So we
have to permit some alternative equivalencies. I think the language
that may or must are certainly getting at the same intent, to make
them pig the lines or have another acceptable program to do that.

Mr. OBERSTAR. I think we have to have that clarity. You also
made a very thoughtful comment that the operator has to under-
stand the condition of the line.

Admiral BARRETT. Yes, sir.

Mr. OBERSTAR. There is a duty to know and a duty to protect on
the part of the company. Surely, they knew they were running into
a lower grade of oil. Surely, they knew that there was sand coming
up with that oil. Surely, they knew that there was natural gas, and
the aromatic hydrocarbons that accompany it, along with water
that then create the conditions for corrosion.

Admiral BARRETT. Those risks are well known on the North
Slope, sir.

Mr. OBERSTAR. And the Chairman has—and I attribute directly
to him a very—who understands this; it is in his State, in his back-
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yard—that the Alyeska line—Mr. Chairman, if I understand you
correctly—has a filter at the beginning of the line to filter out un-
wanted materials. Is there no filter on this line at the beginning?

Admiral BARRETT. Well, I think the sediments and solids you are
talking—one of the risks we looked at when we went up on BP was
to make sure they didn’t create any problems for the Trans-Alaska
Pipelines. And, frankly, the—because they didn’t understand the
condition of the lines, the BP lines, how much sediment or solids
actually existed in those lines and what could be pushed forward
into taps was a concern of ours and a concern of taps. BP is now
building bypasses with assistance from Alyeska, actually, to man-
age those solids in a way that doesn’t produce a risk to the line.

But what I was getting at is Alyeska Pipeline and other opera-
tors on the North Slopes clean these lines much more regularly, on
a basis of every several weeks to several months. They run the pigs
on a regular basis. And we just did not see that here.

Mr. OBERSTAR. Yes. And you also pointed out in the discussion
that we had in my office that there is at least one segment where
the pipeline dips—

Admiral BARRETT. Yes, sir.

Mr. OBERSTAR.—for the caribou crossing. And because the pres-
sure is less, the flow has slowed down, there is an aggregation of
sediment that creates the conditions for corrosion, rather than a
condition where the line is flowing more freely.

Admiral BARRETT. Yes, sir, you are right. Where you have ele-
vation changes on a line, again, your standard risk assessment
would suggest you have an increased risk of corrosion—of water
collecting, basically, and creating a corrosion risk in those loca-
tions. That is fairly well known.

Mr. OBERSTAR. I appreciate that. And that suggests we need to
strengthen the law, require more frequent inspections, and actions
to be taken to clean those lines as a matter of responsibility of the
company and as a responsibility of your agency to oversee them.

Admiral BARRETT. Sir, and we are proposing that. I understand.

Mr. OBERSTAR. Thank you.

Admiral BARRETT. Thank you.

Mr. PASCRELL. Mr. Chairman, make one more quick point,
please?

Mr. YOUNG. One quick one.

Mr. PASCRELL. Thank you, sir.

I just wanted to put into the record, as I understand the testi-
mony and the questions and answers that have been provided
today, that for low stress lines there is no accident reporting, there
is no data reporting required, and there is no mapping required. I
want to put that into the record.

Admiral BARRETT. Sir, that is not entirely accurate.

Mr. PASCRELL. Well, then make it accurate.

Admiral BARRETT. There is still reporting required under the
Clean Water Act, depending on the nature of a spill that might
occur from those lines and where it would occur. We had extensive
voluntary reporting of spills on those lines and we took that into
account in developing our rule making. So there has been a fair
amount of data that we collected in shaping our proposal. Now, not
all of it was required by us—



32

Mr. PASCRELL. Excuse me. I used the word required. I will stick
by the statement. Thank you.

Mr. YouNG. Without any other questions, Admiral, thank you for
your testimony, and God bless you and the work you have to do,
and let’s make sure we can produce this oil fairly for the Nation
as well as the State of Alaska.

Admiral BARRETT. Mr. Chairman, thank you, and I appreciate
the Committee’s support in all these areas.

Mr. YOUNG. Thank you.

At this time we will call up—and I will tell you ahead of time—
the second panel—at 1:00 I do have to leave—Ms. Lois Epstein and
Steve Marshall. Ms. Lois Epstein is the Senior Engineer on behalf
of Cook Inletkeeper and Pipeline Safety trust and Mr. Marshall is
President of BP Exploration Alaska, Incorporated.

Ms. Epstein, you are first.

TESTIMONY OF LOIS EPSTEIN, SENIOR ENGINEER, ON BE-
HALF OF COOK INLET KEEPER AND THE PIPELINE SAFETY
TRUST; STEVE MARSHALL, PRESIDENT, BP EXPLORATION
ALASKA, INC.

Ms. EPSTEIN. Thank you, Mr. Chairman, Mr. Oberstar, and
Members of the Committee. I appreciate your inviting me to testify
today.

My name is Lois Epstein, and I am an Alaska and Maryland li-
censed engineer and an oil and gas industry specialist with Cook
Inletkeeper in Anchorage, Alaska. Cook Inletkeeper is a nonprofit
membership organization dedicated to protecting the 47,000 square
mile Cook Inlet Watershed and a member of the Waterkeeper Alli-
ance of 150+ organizations headed by Bobby Kennedy, Jr. Addition-
ally, I am a part-time consultant for the Pipeline Safety Trust, and
my testimony today reflects both organizations’ views.

The Pipeline Safety Trust came into being after the 1999 Olym-
pic Pipeline tragedy in Bellingham, Washington which left three
young people dead, wiped out every living thing in a beautiful
salmon stream, and caused millions of dollars of economic disrup-
tion.

As is well known because of BP’s recent pipeline problems on the
North Slope, releases from low pressure, also known as low stress,
liquid pipelines can have serious, adverse environmental and eco-
nomic consequences. The two photos included in my testimony—
and one is up right now—show the extent of the damage and the
cleanup. Investing in pipeline safety pays off in nationwide envi-
ronmental and economic benefits.

The U.S. Department of Transportation’s Pipeline and Hazardous
Materials Safety Administration, or PHMSA, has jurisdiction over
BP’s pipelines. However, BP’s so-called “transit” pipelines currently
are exempt from Federal regulation, which means that other pipe-
lines like BP’s have no Federal corrosion prevention requirements,
no smart pigging or equivalent requirements, and no Federal in-
spectors checking on operations.

Based on the BP situation and industry’s own data showing a
disproportionately high release rate on these types of pipelines—
and I would refer PHMSA and the Committee to the August 1st
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letter that was sent to PHMSA—there are strong technical and
economic reasons to regulate low pressure transmission pipelines.

Among the economic costs, the State of Alaska lost $6.4 million
in royalties and taxes for each day the entire oil field was shut
down. Additionally, there was a noticeable spike in the price of
crude oil for several days following BP’s initial announcement, rais-
ing oil costs for both industry and the public. And PHMSA’s re-
sources have been stretched thin as a result of this situation, which
is another cost.

The BP situation also demonstrates, one, the value of smart pig-
ging pipelines regularly and as frequently as possible to identify
wall thinning and, two, the need for Federal oversight of pipelines.
Importantly, when USDOT surveyed pipeline operators in 1992, it
found that 84 percent of the unregulated low pressure pipeline
mileage nationwide was not operated in compliance with the re-
quirements of Part 195. My written testimony provides extensive
detail on these conclusions.

Additionally, my written testimony shows that 18 years after
State pipeline safety regulators asked DOT to remove the exemp-
tion, PHMSA, just last week, proposed only to regulate an incre-
mental sliver of the unregulated low pressure transmission pipeline
universe. And I would like to point out to the Committee, having
participated in the public meetings and on the advisory committee,
that much of the discussion there was on gathering lines, not on
the low stress transmission lines.

This means that many miles of low pressure transmission pipe-
lines remain unregulated and susceptible to the problems BP expe-
rienced. And PHMSA will never even know about most such prob-
lems because the unregulated pipelines need not report their re-
leases to USDOT. Out of sight and out of mind.

In developing its proposed rule, PHMSA ignored technical and
other information provided it by public interest organizations and
the proven efficacy of smart pigging and, instead, moved forward
with industry’s proposal to address these lines substantially intact.
The proposed requirements are not equivalent, and we heard some
questioning on that today, and contrary to PHMSA’s testimony, six
pages of rules were reduced to one paragraph that is not as en-
forceable. And as a member of the advisory committee, we spent a
long time making those regulations as enforceable as possible. The
“must” is incredibly important.

Additionally, the Committee’s marked up version of the pipeline
safety law reauthorization, H.R. 5782, is not something that we
support as public interest public safety groups, as far as it address-
es the low stress pipelines. Cook Inletkeeper and the Pipeline Safe-
ty Trust will submit detailed comments to PHMSA on the 2006
proposed rule; however, Congress needs to know right now that
PHMSA’s proposed rule is just a patchwork of requirements taken
from Part 195, with no substantial evidence that such require-
ments will decrease releases significantly.

In addition to improving pipeline safety regulation, Cook
Inletkeeper and the Pipeline Safety Trust recommend that Con-
gress consider adopting the following measures: authorize, perform,
and implement the recommendations of an independent audit on
the maintenance and operation practices of all North Slope oil and
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gas facilities; create a citizens oversight group modeled after the
Prince William Sound Regional Citizens Advisory Council created
after the Exxon Valdez oil spill; harness clean, renewable, and
homegrown energy sources like properly cited wind, solar, tidal,
and farm-based bio-fuels, and promote the use of plug-in hybrid ve-
hicles; reduce our Nation’s dependence on oil through increased ef-
ficiency and conservation; and, last, consider the difficulty of pre-
venting oil and gas-related releases before making sensitive on-
shore, for example, the Arctic National Wildlife Refuge, or sensitive
offshore environments available for oil and gas drilling.

In conclusion, PHMSA’s current proposal deserves aggressive
congressional questioning and it will receive strong negative public
comments. Cook Inletkeeper and the Pipeline Safety Trust believe
there are sound safety, environmental, and economic rationales for
PHMSA to issue a rule requiring all low pressure transmission
pipelines to meet existing transmission pipeline standards, just as
the non-rural low pressure alliance must meet.

We commend BP for admitting fault for its technical and related
financial misjudgments with respect to its North Slope transit pipe-
lines. Let’s learn from this situation and make certain it does not
happen again by ensuring that no low pressure pipelines remain
unregulated.

Thank you very much for your attention to these concerns.

Mr. YOUNG. Thank you.

Mr. Marshall?

Mr. MARSHALL. Mr. Chairman, members of the Committee,
thank you for the opportunity to speak today. I am Steve Marshall,
President of BP Exploration, Alaska.

In the past six months we have had two leaks from the oil tran-
sit lines at Prudhoe Bay. These occurred on my watch and, as
President, I am in overall charge of the business in Alaska. The
buck stops with me. And my team and I will do everything we can
to rectify this situation going forwards, to get production back as
quickly and as safely as we can, and apply the lessons learned
going forwards.

We have fallen well short of what you and the American people
expect of BP, and have fallen far short of the standards we expect
of ourselves. We know, going forwards, that we will be measured
by not what we say, but what we do, and we are in action to fix
the problems and, in doing so, regaining your trust and that of the
American people.

Both spills have been cleaned up. We have received positive com-
ments from the State agencies about the quality of our responses,
and we believe there will be no lasting damage to the environment.
We won’t know the exact cause of the leaks until we complete the
failure analysis of the pipes. That work is underway in cooperation
with both State and Federal regulators.

We believed we had a very comprehensive corrosion management
system, one that covers over 1500 miles of oil pipelines, flow lines,
gathering lines, oil separation facilities, and, indeed, transit lines.
The inspections that we did told us time and again that these pipe-
lines were in good condition. In retrospect, since these leaks, we
have identified gaps in that program, and we are going to take the
lessons and apply them going forwards.
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Currently, our primary focus is on the safe resumption of oil pro-
duction from the east side of Prudhoe Bay. Let me speak first to
the western side of the field.

Currently, the west is producing over 200,000 barrels per day.
We continue to gather additional inspection data, and so far 25 per-
cent of the transit line on the west has been surveyed and, so far,
appears to be in good condition for service. Our confidence in that
line increases every day.

On the east side of the field we are pursuing two options for the
safe resumption of production. We are vigorously inspecting the
transit line, and, to date, we have completed nearly 6,000 inspec-
tions, again, about 25 percent of the line, and so far this data set
also indicates fitness for service; and we are currently working
with the DOT to submit an application for restate of the east to
allow maintenance and smart pigging of that line.

We are also aggressively pursuing bypasses to connect the pro-
duction facilities in the east to existing lines which are known to
be of good condition. We expect those bypasses to be complete by
the end of October. And, beyond that, pipeline replacement will
start during the latter part of this year at a project expected to cost
in the order of $150 million.

Looking ahead to the longer term, I would like to make five
points:

First, we will implement a program of routine maintenance and
smart pigging going forwards on all our transit lines on the North
Slope;

Second, we will determine the precise corrosion cause and modify
our corrosion management system accordingly;

Third, we will voluntarily include all of BP’s operated transit
lines, all 122 miles, in the DOT’s internal management program,;

Fourth, we will replace 16 miles of transit lines; and

Fifth, we have already made organizational changes, adding a
technical directorate, to review and modify operating standards
and, importantly, to verify that those standards are indeed being
met.

Since 2000, we completed many internal and external reviews of
our corrosion management system, covering the work environment,
the technical integrity of the program and the integrity of the data
we use. I rely daily on experts, teams of experts in Alaska to man-
age the corrosion management, as I do on all aspects of our busi-
ness, indeed, as I rely on many teams to manage the entirety of
our business in the State.

But it doesn’t stop there. I welcome challenge, scrutiny, whether
it comes from government, from partners, our commercial joint ven-
ture partners, whether it comes from external consultants and, in-
deed, from our workforce. Having worked on the Slope for five
years early in my career, I know the importance of getting worker
input, and I take very seriously any way we can to shine a spot-
light on our systems and continue to make improvements to all of
those.

We have had State reviews, multiple internal audits, including
two reviews by our chief engineer of our corrosion management
system. As we have gone back over those reviews, no one pointed



36

to these transit lines as a particular problem. If they had, we
would have acted on it.

In closing, we are committed to accomplishing all of this with full
transparency with all of our stakeholders, and with the full in-
volvement and enrollment of regulators, partners, and employees;
and I am personally committed to investing the time, effort, and re-
sources to regain the trust of you and the American public. Thank
you.

Mr. PETRI. [Presiding.] Thank you. Now we will turn to questions
and begin with Mr. Oberstar.

Mr. OBERSTAR. Ms. Epstein, when the Committee acted earlier
this year to move the pipeline safety bill, you had some comments
on the bill at the time. Do you recall what those were?

Ms. EPSTEIN. I was invited to testify in March, and I was not as
involved in the actual markup, although we were very interested
in participating in that. But our position has been consistently that
the low stress pipelines need to be regulated, all of them need to
be regulated. If they are not, we have no assurance that the corro-
sion prevention measures, the cleaning measures, and all the other
Part 195 measures that are required are actually being carried out.

And it is of concern to me that by not requiring all those meas-
ures to be done that the excellent record of declining releases that
PHMSA is touting would not apply to these types of pipelines, even
for the small segment of lines that they are going to be regulating
as part of their proposed rule, should that rule be made final in its
current form. There is just overwhelming technical evidence that
they need to be regulating all these lines.

Mr. OBERSTAR. Do you support change in the proposed rule,
which I discussed with Admiral Barrett earlier, that current law
says operators must inspect the integrity of the pipeline using in-
ternal inspection measures and the proposed rule says the operator
may use inline inspection? He seemed willing to return to the cur-
rent law of a requirement, a must inspect. Would you support that?

Ms. EPSTEIN. If you look at the proposal, some of the existing re-
quirements are referred to in whole. In the case of the integrity
management, six pages, as I mentioned in my testimony, of very
specific requirements were reduced to a one paragraph section of
the proposed where it does say “may.” And with due respect to Vice
Admiral Barrett, the situation where some pipelines are not
piggable is true for higher stress and higher pressure transmission
lines as well, and there is an equivalent approach that can be
taken there. It is also true for the lower stress non-rural lines.

Mr. OBERSTAR. Thank you.

Mr. Marshall, thank you for being here. It is somewhat coura-
geous on your part to come and defend a record that is rather un-
savory, frankly.

I want to understand your response to every five-year, in-line in-
spection of high-pressure liquid lines, low-pressure liquid lines in
only populated areas, or so-called environmentally sensitive areas,
and gas transmission in-line inspection every seven years. What
would be your reaction, or what is your opposition to, as apparently
has been the case for BP, to five-year inspection of all of those low-
pressure pipelines carrying liquid material wherever they are?

Mr. MARSHALL. Mr. Oberstar, thank you for the question.
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On the North Slope, BP has a very active pigging program. Each
year, we run over 350 maintenance pigs across the entire of our
system. Again, we operate about 1,500 miles of pipelines. These
transit lines represent about 1/100th of those lines.

In addition, we inject over two million gallons of corrosion inhibi-
tors with biocite added to try and eliminate the propensity of mi-
crobes to occur. We focus our maintenance pigging activities in the
areas where we believe the probability of corrosion to be the high-
est. We start at the wellhead. Unlike many pipeline management
systems, we have the opportunity to go further upstream to try and
protect the entirety of the system, which hopefully protects the sys-
tem going through to these transit lines.

We do employ and have employed smart pigs, maintenance pigs
and smart pigs on the transit lines on the western side of the field
in 1990 and 1998, and in the interim we have used a combination
of techniques, ultrasonic testing and corrosion weight-loss coupons
to verify the condition of the lines in the interim years.

On the west, it was only in late 2005 that we started to see the
indications of higher corrosion rates that caused us to put a smart
pig in the plan for 2006. Unfortunately, that was too late to pre-
vent the March spill.

Mr. OBERSTAR. That was a good apologia pro vita sua, but it
didnFEt answer my question. What objection do you have to a five-
year inspection requirement of liquid pipelines, regardless of
whether they are in populated areas or in so-called environ-
mentally sensitive areas? With what you have just recited, I should
think you would have no objection, it not in favor of.

Mr. MARSHALL. Mr. Oberstar, thank you again. I apologize for
not addressing the question the first time.

I can only really speak for the Alaska operation. That is my
scope of responsibility. Certainly, going forward, for these transit
lines and for the replacement transit lines, we are committed to
maintenance pig as regularly as we need to, to smart pig as least
as often as the regulations require, and five years is not a problem
on these transit lines.

Mr. OBERSTAR. And just one final point. I raised with Admiral
Barrett a matter that Chairman Young had discussed on various
occasions, that the Alyeska pipeline has a filter at the beginning
o}f; itg line to filter out sand, water, corrosives. Why don’t you do
that?

Mr. MARSHALL. We actually do have, I wouldn’t call them filters.
If you can see the chart, the second of the two charts, there are
on the North Slope in Prudhoe Bay, six producing facilities which
are separation plants, which take the raw crude streams of oil, gas
and water and actually do the separation, the straining of the sol-
ids, water, and take the gas off, to produce sales-quality crude that
goes into these lines. So that is the highest quality crude oil that
we can provide. So we actually have some very sophisticated facili-
ties to do just that.

Mr. OBERSTAR. Well, according to data provided to us by the
pipeline inspection agency, in 1998 there was an inspection of six
areas that showed six areas of internal corrosion. It was no re-
pigged and nothing was done to address those areas of corrosion.
The agency also reports that BP covered or inspected only a portion
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of the eastern section in July. I think there is a much broader area
of responsibility here for the company to address. I will have to
leave it at that.

Mr. PETRI. Thank you.

Mr. LaTourette?

Mr. LATOURETTE. Thank you very much, Mr. Chairman.

Thank you both for coming. Mr. Marshall, I think when you were
in the room and I was talking to the Admiral, obviously anytime
there is a leak or a disruption in the Nation’s pipeline system, it
has potential environmental and safety difficulties. I want to focus
on the economics for the moment.

There are a number of people in my district, I would describe
some as conspiracy theorists. They believe that you and other oil
companies are manipulating artificially the price of gasoline on the
world market. When they hear that there has been no smart-pig-
ging of these lines since 1992 and you throw in executive com-
pensation and you throw in record profits, it sort of fuels that.

So I want to read about page and a half, and then I have two
questions, if you would just be patient. It is my understanding that
the United States Government has initiated investigations both
civil and criminal of BP, alleging among other things that BP ma-
nipulated U.S. crude oil and unleaded gasoline markets. It is my
understanding the company has acknowledged the investigation
and said that they are cooperating. The Commodities Futures
Trading Commission has issued subpoenas, which has focused on
the possible manipulation of the global over the counter market in
2003 and 2004.

The separate gasoline inquiry, it is my understanding, focuses on
a single day’s trading on the New York Mercantile Exchange in
2002. In the broader civil investigation into crude oil trading, in-
vestigators are examining whether BP used information about its
own pipelines and storage tanks at a key delivery point in Cushing,
Oklahoma to influence the crude oil price benchmarks.

When the leak occurred in March, the Office of Pipeline Safety
issued a corrective action on March 15. It is my understanding that
on July 20, they had to come back in and evaluate what the com-
pany was doing or not doing, and issued an amendment on July 20.
I was struck that we should judge the company not by what you
say, but by what you do.

So my first of two questions would be, it is my understanding in
the amended corrective order that BP was instructed to conduct ad-
ditional gamma ray scans at Prudhoe Bay west and east in the Lis-
bon lines, extract and analyze samples from the failed Prudhoe Bay
west pipeline wall, install facilities to handle solids from cleaning
pig operations, develop contingency plans to send solids directly
into the transatlantic pipeline tanks, and by August 1 develop a
plan to remove the standing crude oil in the Prudhoe Bay west
pipeline by August 22. It was my understanding that was about
17,000 barrels of oil, and report within 30 days on actions and
plans for replacing, abandoning and restoring the operation of the
Prudhoe Bay west pipeline.

Can you tell us, please, what the status is of the company’s com-
pliance with the amended corrective action order?

Mr. MARSHALL. Thank you for the question, Mr. LaTourette.
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To the best of my knowledge, we are in full compliance with the
amended order. We are working very closely with the Department
of Transportation on all aspects of that line, of all aspects of the
amended order. With specific reference to the western line, that in-
deed has been drained. You are absolutely correct on the volume.
We are proceeding to put in place the necessary bypasses, working
with Alyeska to put a bypass into tank 110 at pump station one
to allow the solids to avoid plugging up the filters, if there is that
potential.

Mr. LATOURETTE. I thank you for that.

My second question is going to be really a simple “why.” It is my
understanding that the findings that the Office of Pipeline Safety
made, among other things, was that your predecessor, ARCO, had
suspended the cleaning of the Prudhoe Bay east pipeline in 1992,
when solid deposits clogged the strainers that have been discussed
here, in the tap system. Again, I mean, I have heard a lot of we
didn’t do it, or some people don’t do it because it wasn’t required.
The Government doesn’t require me to change the oil in my car
every 3,000 miles, but I do because I would like my car to continue
to run.

So my question, I think on behalf of the folks that I represent,
and by the way, the biggest building in downtown Cleveland is the
BP Tower. We are very proud of your presence when you were
there. Why, why since 1992 didn’t somebody at your company, or
the company you subsumed, decide that this was a good idea?

Mr. MARSHALL. I can’t speak for the intervening years between
1992 and 2000, but when BP took over the lines in 2000, we insti-
tuted a program of inspection, ultrasonic testing of the line. We
compared the results of that testing with the results of the smart-
pigging that have been done on the west side only two years pre-
viously. Prudhoe Bay consists of two halves broadly similar, eight
miles with three facilities on each side. We found the results of our
ultrasonic testing to confirm the line was in very similar good con-
dition to that in the west. So we continued that through until the
present time.

Mr. LATOURETTE. The only thing I would say is that I knew that
you did that, and to me that is a little bit akin to my doctor putting
a stethoscope on my chest and making a determination that I
didn’t have heart disease. I think sometimes more is needed, and
I think it saddens me that more wasn’t done in this situation, and
you have acknowledged that.

Ms. Epstein, you look like you wanted to say something. Do you
want to say something?

Ms. EPSTEIN. No.

Mr. LATOURETTE. Okay, very good.

Thank you, Mr. Chairman. I yield back.

Mr. PETRI. Thank you.

Just housekeeping, I am reliably informed that there will be
some votes on the floor starting in five to ten minutes. This hearing
room will need to be cleared about 1:30 or so for another hearing
at 2:00 o’clock. With that in mind, we obviously can accommodate
members.

Mr. DEFAZ10. Mr. Chairman, thank you. I appreciate it.
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To Mr. Marshall, do you handle a significantly different sub-
stance than Alyeska? I mean, is there a tremendous difference in
the oil that you are moving and they are moving?

Mr. MARSHALL. To the best of my knowledge, we handle oils from
a variety of fields. Indeed, the quality does vary considerably.

Mr. DEFAz10. Right. I mean, they have a mix; you have a mix.
You would think that maybe some of the same contaminants in
theirs are in yours and yours are in theirs.

Mr. Marshall. They do take an aggregation of all the fields, in-
cluding those that we operate and those that ConocoPhillips oper-
ates.

Mr. DEFAZI0. So then you are saying your fields may be particu-
larly problematic?

Mr. MARSHALL. No, I wouldn’t say they are particularly problem-
atic. We have a variety of crude oils of different qualities.

Mr. DEFAzZ1O. Right. Well, I guess the question I am getting to
is you have such a long history in Alaska and as I understand it
you have been top dog for the last five years up there. If Alyeska
thinks that they have to smart-pig every three years and they do
cleaning pigs every seven to fourteen days, I guess the question
would be, why was there a management decision made to wait be-
tween eight and fourteen years on your lines? I mean, wouldn’t you
think if they are cleaning them every seven to fourteen days, you
shoulg maybe clean a little more frequently than once every 14
years?

Mr. MARSHALL. When we pigged the western side of the field in
1998, there was very nominal solids came back, less than two cubic
yards of solids, which did not indicate a solids problem.

Mr. DEFAzIo. That was the cleaning, and then you followed it
with a smart pig?

Mr. MARSHALL. A smart pig, yes.

Mr. DEFAzZIO. Yes. And then you found some anomalies when you
did that?

Mr. MARSHALL. We found some anomalies, but we believed that
the management of those was under control through the subse-
quent testing. But we do run cleaning pigs and smart pigs on a
number of our lines. Northstar runs a pig every 14 days. We run
that for preventing paraffin buildup. There are a number of rea-
sons why pigs are run. One is for cleaning lines. The other is to
avoid the potential for wax buildup. An 800-mile pipeline is quite
a different proposition than an eight-mile pipeline, with cooling ef-
fects and the need to inject reducing agents.

We believe that the systems we had in place using ultrasonic
testing and corrosion coupons were sufficient. As I have said before,
clearly in hindsight, they fell short.

Mr. DEFAZIO. They were not.

Mr. MARSHALL. And we will rectify that going forward.

Mr. DEFAZIO. Yes, and as I understand it, I mean the cost, do
you agree with the costs we heard earlier, a 22-mile line, approxi-
mately, we had here $175,000, or somewhat? I think we got a little
lower number out of the Admiral.

Mr. MARSHALL. I think that is in the ballpark, yes.

Mr. DEFAzIO. Yes. So you said you have 1,500 miles of line in
Alaska. Was that it, when you said 1,500 miles?
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Mr. MARSHALL. That includes oil well lines, gathering lines, flow
lines and transit lines, yes.

Mr. DEFAz10. Okay. So for those which are well lines, you mean
horizontal? Or you are talking—

Mr. MARSHALL. All on the surface lines. These are all typically
above-ground.

Mr. DEFAZ10. Okay. So what kind of regime are you going to im-
pose on the 1,500 miles now that you have this problem in terms
of cleaning and smart-pigging?

Mr. MARSHALL. We have had, even prior to the spills, a very com-
prehensive program of maintenance-pigging and smart-pigging
across the slope.

Mr. DEFAZIO. On some of the lines.

Mr. MARSHALL. On some of the lines, yes.

Mr. DEFAZ1O. Yes. Well, how about all of them in the future? I
guess the question would be, will you commit in the future that all
your lines are going to be cleaned and smart-pigged on some sort
of regular interval? When I look at the costs involved, they are in-
finitesimally insignificant in terms of the revenues of your corpora-
tion. I realize you are managing one particular part of it and there
is probably a lot of pressure on you to maximize profits up there.
But when you look at the downside, the interruptions, the costs,
the pollution, the cleanup, it seems that your higher-ups would
need to recognize that that is a cost that would be well-spent.

Mr. MARSHALL. We are certainly committed to doing everything
we can to make sure the inspections of those lines, whether it is
involving maintenance-pigging, smart-pigging, the injection of cor-
rosion inhibitors, looking at reformulation of corrosion inhibitors,
which we do many times a year to make sure we have the best
chemicals that we can possibly use, and are indeed effective.

We are certainly committed to doing a baseline reassessment of
all our lines going forward to make sure we truly understand the
condition of the lines and implement whatever practices we need
to.

Mr. DEFAZI0. Ms. Epstein, are you reassured by this commit-
ment here? Do you think a little more needs to be done?

Ms. EPSTEIN. I do. I understand that BP historically has paid an
extensive amount of attention to its flow-lines up there, the vast
majority of the mileage with respect to preventing corrosion. That
is a good thing. The problem is that these were judged to be low-
risk lines. Clearly, that was a technical mistake. It is something
that highlights that even what the Federal Government considers
low-risk can be inaccurate as well.

But what I think we really need to focus on today is just making
sure that all of the low-stress lines get the regulation they deserve.

Mr. DEFAZ10. So could we say a low-risk line is a line that hasn’t
yet had a problem?

Ms. EPSTEIN. You could if you don’t have the data. Absolutely.

Mr. DEFAzIO. Yes. Thank you.

Thank you, Mr. Chairman.

Mr. PETRI. Thank you.

Mrs. Kelly?

Mrs. KeELLY. Thank you.
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Mr. Marshall, I grew up in Lima, Ohio, where there is a BP cata-
Iytic cracking factory. In the late 1970s and early 1980s, three per-
cent of all the air pollution in the United States of America was
thrown up into the air by that factory. So my feeling about BP is
somewhat tainted by all the acid rain that came over, because I
then lived in New York, from a lot of that kind of thing.

I am concerned that there is a pattern in BP of not maintaining
what they have. You state in your testimony you took over BPXA
during a critical juncture for the company as it emerged from a pe-
riod of low prices, and that you wanted to re-instill pride trough
improving both the physical facilities in the oilfield and our operat-
ing practices.

So what has stopped you from reinvesting your companyFEs
record profits into a new pipeline inspection regime, to restore
those aging and deteriorated pipelines, and rededicate that envi-
ronmental damage that has already been brought to us by these
pipeline failures? I would like to know if you can do all this repair
without passing the costs of the repair, maintaining your pipelines,
onto the consumer?

So I am asking you two questions.

Mr. MARSHALL. Mrs. Kelly, thank you for the question.

Since I arrived in Alaska in 2001, I am proud to say we have ac-
tually increased significantly the amount of money we spend, not
only capital investment, but also the amount we spend to operate
the field. Our corrosion management program has increased 80
percent over the five years. We have increased our major repair
spend, a four-fold increase in that since 2004 to 2007. We continue
to invest. The infrastructure that we have up there is of vital im-
portance not only to us, but to the Nation.

These two spills have very painfully reminded us of the obliga-
tion we have to provide safe fuel to the Nation. We are going to
leave no stone unturned making sure that the pipeline repairs, the
replacements that we do every year, are indeed brought forward.
We accelerate our renewal programs that had in place. We are
going to bring those forward. We are bringing extra people in to
make sure that we can actually more aggressively address those
programs and make the necessary investments.

We have been doing that. I am proud to say that the business
is in far better shape, notwithstanding these two spills, but I am
not satisfied we have gone far enough. I won’t be satisfied until we
have actually reestablished the trust of both the American Nation
and all our stakeholders.

Mrs. KELLY. I appreciate that. Would you now address the sec-
ond question I asked you? How can you do this without passing the
costs on in the form of higher gasoline to the consumer?

Mr. MARSHALL. Quite frankly, that is not an issue I have been
focused on. We need to understand what our plans are, our invest-
ment. Every year we invest something in the range of $600 million
to $700 million per year capital investment on the North Slope. We
see that investment going forward increasing dramatically with the
prospect of a gas pipeline. We need to make sure that we have fa-
cilities that are fit for service. As a number of the members have
talked about this morning, the flow-rates have dropped. We need
to make sure that the infrastructure there is replaced with infra-
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structure not because it is in bad shape, but is more appropriate
to the condition of service that it is in.

One of the lessons that I have learned from this is, from these
last two incidents, is the importance of understanding changing
conditions. If I could go back and do a better job of something, it
would be to truly understanding the changing nature of the oilfield
and make sure we are doing everything we could to address that.

Mrs. KELLY. Perhaps, Mr. Marshall, you might send somebody by
my office to try to help me understand how you are going to do this
without increasing the cost of gasoline. We are struggling right
now. You know that.

Mr. MARSHALL. Okay. I would be happy to do that.

Mrs. KELLY. Thank you.

Ms. Epstein, do you have something?

Ms. EpPsSTEIN. Yes, Representative Kelly. I have one small point
to add. I had stated in my testimony that pipeline safety is a good
investment for the public and small business, for just the reasons
that you are raising. When we don’t do pipeline safety right and
we have serious disruptions, of course it is the public and the small
business community that ends up paying, and we will never get
that money back because no matter what happens, no matter who
is at fault.

So that is why we feel so very strongly that we need a regulation
that covers all low-stress pipelines, so we donFEt wait until there
is yet another accident and then go back and have this same sort
of hearing again, and say there is another type of low-stress pipe-
line that we need to cover. The State safety regulators rec-
ommended in 1988 that all these pipelines be covered by PHMSA
and we are still waiting.

Thank you.

Mrs. KELLY. Thank you. I yield back.

Mr. PETRI. Thank you.

Mr. Pascrell?

Mr. PASCRELL. Thank you, Mr. Chairman.

Thank you, Mr. Marshall. You have been pretty straightforward
in your answers. I want to ask you a couple of questions.

To your knowledge, where did DOT get the data it used for the
proposed rule? In your experience, working for over 10 years on be-
half of the environmental and safety community, has DOT ever
called you to obtain data or other information on the number of
low-stress pipeline miles, on the seriousness of low-stress pipeline
releases, or on the number of spills themselves, in order to develop
specific rulemakings? That is my first question.

Mr. MARSHALL. Mr. Pascrell, I have to confess that I donFEt
have that information in front of me. I will be happy to take that
away and provide a written response back to you as soon as we can
gather that.

Mr‘.) PASCRELL. Do you know the answer to that question, Ms. Ep-
stein?

Ms. EpPSTEIN. No, I don’t know the specifics with BP. I do know
general surveys that have been done by PHMSA and I do know
some of the problems with the data they have collected and the in-
consistencies, and some of the recent data that I cited that was
submitted just before the Prudhoe Bay shutdown from industries
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showing that 21 percent of the larger spills from 1999 to 2004 were
from these low-stress pipelines, and they represent far less percent-
age of the overall Nation’s mileage than that.

Mr. PASCRELL. We got a rude awakening when we investigated
the natural gasline situation in the United States of America, that
the Federal Government was not doing its job, and the Federal
Government is standing there. I am wondering what they are doing
in this kind of work. So there is responsibility here on all accounts
for everybody.

I want to ask you another question, Mr. Marshall. You state in
your testimony on page seven that corrosion rates are not static,
and they can increase or decrease depending on fluid properties or
changes in conditions that affect the efficacy of corrosion inhibitors.
For that reason, locations that are prone to corrosion damage, or
where damage has been identified, are inspected as often as every
three to six months. You said that.

In 1998, corrosion was detected in the western side of the line.
This is where the March leak was located. How often was that sec-
tion of pipe inspected between 1998 and 20067

Mr. MARSHALL. Mr. Pascrell, to the best of my knowledge, the
pipe was inspected on a regular basis with ultrasonic testing. What
we try and do with that ultrasonic testing is determine the actual
corrosion rate, and with coupons try and understand what the cor-
rosion rates in terms of potential wall loss per year might be.

Mr. PASCRELL. But what you have heard today, Mr. Marshall, is
that there is some question about the sufficiency of ultrasonic, and
other proposals have been suggested here. I would like, if you could
possibly give me a written answer to both my first question and my
second question, which I just asked you. I would like that, and I
would hope that you could submit that within a week through the
committee to me. Is that a problem?

Mr. MARSHALL. I would be happy to do that, yes.

Mr. PASCRELL. Thank you, sir.

Thank you, Mr. Chairman.

Mr. PETRI. Thank you.

I would like to thank you both for your testimony. We are about
to conclude. I can’t help but ask a question or two myself. I hesi-
tate. I was trained in law school and I was told never to ask ques-
tions you don’t know the answer to, but I guess I will violate that.

Do you have any idea how much the cleanup is going to cost BP,
in dollars?

Mr. MARSHALL. That should be a question it would seem I would
know the answer to. That is again something we have not focused
on. I will be happy to get the answer. We don’t look at costs at all
when it comes to cleanup. We do what it takes. We have brought
whatever equipment, people and resources we need to do that. As
I said earlier, the feedback on our response has been first-class. I
will be happy to give you an estimate of what the spill in March
and the leak in August have actually cost us.

Mr. PETRI. It occurs to me that under the leadership of Lord
Brown and others, BP has spent hundreds of millions of dollars
changing its whole corporate image to this green and gold, and a
huge public relations effort. And that investment is probably going
to have a reduced payoff because of episodes like this. So there are
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not only the direct costs of the consequences of cleanup, but the
enormous long-term costs in terms of trying to create a favorable
environment in which to service your customers and do business.

Mr. MARSHALL. Mr. Chairman, I am very conscious of the impact
on reputation, public trust, confidence in BP. I know that track
record takes a long time to build, and it is very easy to lose it. We
are determined. I am determined to earn that trust back. As I said
at the start, it is about action, sustained action, not just in a few
short months, but over a sustained period, many years. I have the
backing of the company to do just that, to put whatever invest-
ment, both capital and operating, into our business to make sure
we get back to where Alaska has enjoyed, with the highest stand-
args, setting those standards, and actually meeting those stand-
ards.

Mr. PETRI. We would appreciate any informed, thoughtful sug-
gestions you might have as to how we in this Congress or different
Federal agencies could help you with that process in terms of not
just beating you about the head and shoulders, which may be de-
served in this case to some considerable extent, but also in terms
of helping figure out the most useful ways we can to reduce the
chances.

Nothing is perfect, and you are going to have errors in life, and
you can always fight the last war, but we would like to encourage
you to help, as a leader in the industry, in developing not just in-
dustry policies, but legal frameworks that we are in the business
of helping to create, and regulatory frameworks that are conducive
to the most environmentally helpful and safe and efficient oper-
ation of these pipelines.

It is one thing to say we are doing a good job. It is another thing
to do it in an intelligent way that actually really lowers costs over
time for everyone and makes a cleaner world. Costs and good
environmentalism are not enemies. They often work hand-in-glove,
as you know.

Mr. MARSHALL. Mr. Chairman, you have my pledge that not only
do we want to meet regulations, we want to be proactive in setting
the standards, working with Congress, working with the DOT, to
apply whatever lessons we learn from these incidents into the fu-
ture, not only for us, but for the industry.

Mr. PETRI. We look forward to hearing from you with any sugges-
tions as to how we can help make sure. Sometimes there are com-
petitive disadvantages, if you want to do the right thing and the
competitors donFEt. It makes sense to have a standard that is set
across the board. In my part of the world, in the paper industry,
they were very much in favor of trying to put in some environ-
mentally good rules, but they wanted Federal regulations or laws
because they did not want to be put at a competitive disadvantage
if they did do that.

So there is a proper place for us to help good corporate citizens
be in real terms good corporate citizens. And also to help people
live up to the standards they set for themselves, and we would like
to do that in this case.

Mr. MARSHALL. Okay. I would be happy to do that.

Mr. PETRI. This hearing is adjourned.

[Whereupon, at 1:38 p.m. the committee was adjourned.]
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September 13, 2006

I. INTRODUCTION

Chairman Young, Ranking Member Oberstar, members of the
Committee, thank you for the invitation to appear today. I am pleased to
discuss the actions of the Department of Transportation’s Pipeline and
Hazardous Materials Safety Administration (PHMSA) to oversee safe
operations of BP Exploration pipelines on the North Slope of Alaska and

prevent future pipeline corrosion problems on low stress pipelines.

The responsibility for safety rests first with the operator. Our mission is
achieving and maintaining the safe, environmentally sound and reliable
operation of the nation’s pipeline transportation system. In practice, this
requires understanding the condition of pipelines in the U.S. and assuring
that operators take action to address any unsafe condition. We make full
use of the authority given us in the Pipeline Safety Improvement Act of

2002.

Our progress with pipeline integrity management programs positioned us
to take effective action when the BP low stress transit line failed in
Prudhoe Bay. Quick DOT/PHMSA action has been crucial to improving

the performance of BP since the first spill. As a result of additional
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controls we imposed, limited operation of these key pipelines has
continued. We are also working hard to allow restoration of lost

production capability as soon as it can be safely achieved.

We have proposed new federal regulations for low stress pipelines
including the BP lines that recently failed. The rules have been under
development for several years and would prevent the type of corrosion

failure BP allowed to develop at Prudhoe Bay.

Over the past six years, PHMSA designed and executed a risk-based
systems approach to oversight of the national pipeline infrastructure. We
undertook rulemaking projects on a risk prioritized basis, acting first on
those parts of the infrastructure that posed the greatest risk to people and
then the environment. To begin the program, we defined high
consequence areas and mapped the locations, including areas unusually
sensitive to environmental damage, in the Natjonal Pipeline Mapping
System. Building on this framework, we developed and implemented
integrity management requirements for large and small high pressure

hazardous liquid pipelines and high pressure gas transmission pipelines.

Because they operated at less than 20 percent of their rated strength, the
BP transit pipelines that failed in Prudhoe Bay had not been regulated by
DOT. However, on August 31 we proposed rules to bring these lines
under Federal oversight. Our proposal provides robust integrity
protections, including corrosion control with cleaning and continuous
monitoring, integrity assessment, leak detection and other safety

measures for low stress pipelines. The proposal is designed to protect

September 13, 2006 - - House Committee on Transportation and Infrastructure
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unusually sensitive environmental areas in rural locations and would
mandate a level of care well in excess of what BP had in place on the

lines that failed.

The recent BP pipeline failures in Alaska are not indicative of the safety
of the national pipeline infrastructure, which has a steadily improving
safety record. Furtherrhore, BP’s practices on its low stress lines in
Alaska are not characteristic of other low stress pipelines in the U.S.
lower 48 states. Based on information developed in connection with our
rulemaking proposal, we believe that most other unregulated low stress

pipelines are operated to a higher standard of care.

Since March 2 we have been working steadily to ensure BP adequately
addresses the safety, integrity and reliability of all of the company’s
pipelines. While PHMSA was not previously regulating BP’s three low
pressure transit lines in Prudhoe Bay, following the spill we exercised
our statutory authority to protect life and the environment. These
pipelines will remain under DOT orders as long as we believe they pose a

threat to life and the environment.

II. WHAT DOT HAS DONE TO RESPOND TO THE BP FAILURES

PHMSA immediately took acting following the March 2™ spill. When
the failure was discovered on a segment of 34” diameter above ground
pipeline in the Western Operating Area referred to as OT21, we offered
our assistance on cleanup to the Unified Command conducting the

response operation, under leadership of the Environmental Protection
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Agency (EPA). Shortly thereafter, PHMSA notified EPA, the
Department of the Interior, and state agencies, as well as the Joint
Pipeline Office (JPO), of our intent to exercise statutory jurisdiction over
these three transit lines by issuing a Corrective Action Order (CAO),
essentially taking the Federal oversight role in the remediation and repair
of the failed line. Our order covered the Western Operating Area line,
which failed in March, as well as the Eastern Operating Area and the
Lisburne lines, a total of 22 miles of low stress lines. Our mission is and
remains ascertaining the conditibn of these lines, understanding the
failure mechanisms, and assuring that the operator takes all needed action

to keep them operating safely in the future,

Our Corrective Action Order required BP Exploration Alaska, Inc.
(BPXA) to determine the condition of its pipelines and to repair defects.
First, we ordered BPXA to run what are known as cleaning or
maintenance pigs in order to remove solids in the line and to perform in-
line inspections, known as smart pigging, in order to understand the pipe
condition from the inside out. Second, we directed more frequent testing,
and an enhanced corrosion management plan, including changing the
level of corrosion inhibitors to improve corrosion prevention. We
required running cleaning pigs on a routine basis to remove water and
other constituents that could contribute to internal corrosion. Third, we
set standards for assuring integrity of each of BPXA’s low stress
pipelines in service. Fourth, we dispatched the first of many inspection
teams to inspect the pipe that failed, assess the cause of failure, review
operations and maintenance records, monitor operations, including

testing, inspect repairs, and verify compliance with our requirements.

September 13, 2006 - - House Committee on Transportation and Infrastructure 5
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Our inspection indicated the probable cause of the failure was internal
corrosion. According to records provided by BPXA to the agency, the
line that failed had been operating at a very low pressure, well below the
20 percent of designed yield strength that would have been the threshold
for DOT regulation. BPXA’s records indicate that this pipeline was
designed to operate at approximately 825 psi and BPXA was operating it
at about 80 psi. Most of the line is above ground on vertical and
horizontal supports. The pipeline is bare steel pipe, covered with thermal
insulation, surrounded with a steel jacket. The pipeline had been
hydrostatically tested in 1977, and was internally inspected with a smart
pig in 1990 and 1998. We found no history of previous failure. A leak
detection system was installed and working but did not sound during the

leak.

Until recently, BPXA has not moved as swiftly as we would have
expected to comply with key requirements of our order — namely, the
requirements to clean and smart pig its low stress lines. Soon after we
issued the order, BPXA advised PHMSA that it would not be able to
comply with the requirements to “smart pig” the lines within the
specified time period, a critical ‘step in meeting our objective of having

the best possible understanding of the condition of the pipelines.

On May 23, PHMSA dispatched a more comprehensive field
investigative team to evaluate all potential integrity threats to the transit
lines along with BPXA programs to mitigate those threats. The team
reviewed BPXA’s overall program to manage the transit lines, assessed

findings emerging from the monitoring plan, reviewed inspection
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records, observed testing procedures used on the transit lines, toured all
facilities, interviewed technicians, reviewed qualifications of personnel,
inspected test records, and reviewed the leak detection system. The team
suggested improvements for BPXA'’s Interim Monitoring Strategy such
as increased corrosion monitoring points to reduce the risk that
vulnerable locations could be overlooked. PHMSA directed BPXA to
increase the inspection frequency to provide an early warning of any
unanticipated corrosion acceleration. We directed that more stringent
repair thresholds be incorporated in the program and asked that
communications be improved between analysts and field teams. We also
required improved patrolling of the lines. Since the May field inspection,
we have maintained a field oversight presence at all times to ensure the

operator was taking the actions necessary to maintain safety.

Based on our analysis to date, we believe that internal corrosion, induced
by microbial activity, caused the pipe to deteriorate at the point where it
failed — a low section in a caribou crossing. Typically, operators control
this type of corrosion through a combination of cleaning pigs and
corrosion inhibitors. The cleaning pig is usually necessary to deliver the
corrosion inhibitor to the pipe wall and to disperse active bacteria

colonies.

We do not understand why BPXA did not address these problems more
aggressively much earlier. BPXA could have used cleaning pigs to clean
out liquids accumulating in low spots within its low stress pipelines.
Further, there is a high likelihood that cleaning pigs would have

improved the effectiveness of the corrosion inhibitor by getting the
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chemicals to the wall of the pipeline without the interference of solids
and other deposits. Given the many risk factors in the North Slope
environment, including use of water in the production process, the
chemistry of the crude oil product itself, and the varied geologic factors
in the production field, it is a mystery why BP chose not to run cleaning
pigs on these lines on a regular basis. Based on information received in
connection with developing our proposed rulemaking for low stress
pipelines, we believe most operators demonstrate a higher standard of

care in their operations, whether or not they are federally regulated.

In June BPXA sought extension of our deadlines for the pigging,
contending that factors beyond its control made it impossible to complete
the required pigging until the latter half of 2007. BPXA proposed
alternatives it claimed would provide safety equal to what could be
accomplished with a smart pig until the three transit lines could be smart
pigged. We denied the requested extension but issued an order making it
clear that we were not ordering BPXA to shut down its operations on the
basis of its failure to meet the pigging deadlines. We had preliminarily
reviewed the alternative test procedures and the testing data furnished by
BPXA, and did not believe that an immediate shutdown was required for
safety. Our order expressly reserved enforcement options with respect to

BP’s failure to comply with the deadlines.

PHMSA engineers were very concerned about the primary reason BPXA
gave for its alleged inability to complete pigging -- build up of solids,
including impurities in the product stream such as waxes and other

materials. Alyeska, the operator of the Trans-Alaska Pipeline (TAPS),
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had notified PHMSA about its concerns with adverse impact on its

pipeline if these solids should be allowed to pass through from BPXA to
TAPS. The Joint Pipeline Office (JPO), which coordinates TAPS issues,
had concerns as well, and ensuring the continued safe operation of TAPS

is a primary concern of PHMSA.

PHMSA needed to better understand the amount, composition and
density of this “sludge” material and how it would be handled before we
could allow BPXA to proceed with pigging to be sure that BPXA
operations could pose no risk to the safety and reliability of the Trans-
Alaska Pipeline System. Alyeska needed to be certain about its ability to
handle the waste. BPXA put forward preliminary estimates of as much
as 12 inches of sludge, with varying amounts in different segments of its
22 miles of transit lines. After several weeks, BPXA revised its estimate
of the amounts of sludge in the lines downward. Based on evidence that
there was limited sludge in the Lisburne line, BPXA pigged that line in
June. PHMSA still does not have a confident estimate of the amount of
sludge in the line segments that have not yet been pigged. BPXA also

took months to develop plans to handle the removal of sludge.

Because of the delay in resolving this and other issues, in early July, I,
along with my Chief Safety Officer, Ms. Stacey Gerard, and my Western
Regional Director, Mr. Chris Hoidal, traveled to Prudhoe Bay and
Anchorage to meet with BPXA and Alyeska executives, JPO officials
and State of Alaska representatives and to see first hand what BPXA was
doing to comply with our order. I was concerned about the pace of

progress and the level and quality of BP’s efforts to overcome
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engineering or other issues that would complicate or delay required
maintenance and smart pigging. Four months had elapsed since the first
spill, and BPXA should have been pursuing all available options for
handling the sludge and preparing for pigging, investing in multiple plans
to minimize further delay. What we observed instead was a
disappointment. BPXA’s rate of progress was slowed by ineffective
problem solving, poor communications, delay in ordering needed parts
and equipment, and failure to complete actions needed to fully
understand the condition of the pipelines and address the conditions

uncovered.

For example, BPXA had told us in May of the need to order valves and
stopples to isolate a certain section of the failed pipeline and the need to
move the pig launcher around the failed site. Two months later, during
our July visit, we learned that some parts were still not ordered. 1t is still
not clear to us that it was impossible to make plans to remove the solids

and begin pigging operations by the June 12 deadline in our order.

Subsequent to this visit, on July 20, we issued an amendment
(Amendment Number One) to our original order intended to address
these deficiencies by mandating that BPXA develop specific plans and
timetables or parallel tactics to expedite pigging operations on lines that
had not yet been cleaned. We required development of a preliminary
engineering design and implementation plan to install a permanent
facility for handling solids resulting from cleaning pig operations plus a
concurrent contingency plan for a bypass around TAPS Pump Station

(PS)-1 facilities so solids could be delivered into storage. This action
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would assure that sediment in the product stream picked up in pigging
would be safely managed in tanks to avoid contamination and maintain
the safety of TAPS. We required a comprehensive engineering plan for
the draining or “de-oiling” of approximately 17,000 barrels of oil
contained in the idled OT21 line segment that failed in March. We also
ordered the taking of wall samples and gamma ray photography post
pigging to gain the best possible understanding of the real time levels of

remaining solids.

By the end of July, BPXA was finally making progress to address our
safety concerns and to restore reliable energy transportation. Iam
pleased to report that as a result of these orders extracting product from
the OT 21 segment of line was completed in late August. The PS-1
bypass — aimed at delivering solids from the WOA line through the use
of a bypass line into TAPS storage tanks — was successfully hydrotested
in early September, and an alternate bypass, “the Fizzy Bypass,” should

be completed at the end of September.

On July 22, 2006, 37 days after the deadline established in our March
order, BPXA performed the smart pigging ordered by PHMSA on the 30
inch segment of the FS2-FS1 Eastern Operating Area pipeline. BP
informed us of the results of the testing on August 4. The report
identified 16 locations of wall loss in excess of 70 percent, including two
- over 80 percent, at 12 separate areas. Moreover, 187 sites showed pipe
wall loss exceeding 50%. While the failure on the Western line occurred
on a low spot in a caribou crossing, the locations of severe wall loss on

the Eastern line were on straight pipe.

September 13, 2006 - - House Committee on Transportation and Infrastructure 11
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On August 6, BPXA discovered a leak while in the process of performing
direct examination of the EOA as a follow-up to the pig inspection. On
the basis of this leak and the discovery of several other locations that
were beginning to leak, BPXA reported to us its decision to shut down
both the EOA line and the Western line. BPXA explained that its
decision was based on a complete lack of understanding of the corrosion
that could cause this type of wall loss. BPXA subsequently decided to
keep the Western line operating and to consider restarting the 34”

segment of the Eastern line.

In response to this second spill on the Eastern line, PHMSA issued a
second amendment to its order (Amendment Number Two) requiring
additional rigorous, automated ultrasonic inspections on a continuous
basis of the pipelines that had not yet been pigged and outlining the
standards BPXA would need to meet to restart its Eastern pipeline. The
order required the conduct of four daily ground patrols using heat-
seeking infrared equipment to spot leaks along the entire length of the 22
miles of oil transit lines. The order required continuous automated
ultrasonic testing on the outside of the operating portion of the Western
line, including the stripping of the insulation to apply the instrument
directly to the pipeline. This technology is producing promising results.
The order also required the de-oiling of the failed segment of the Eastern
line and specified the testing that would be needed on the Eastern line

until it could be smart pigged, and as a condition of smart pigging.

September 13, 2006 - - House Committee on Transportation and Infrastructure ) 12
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In addition to impesing requirements on BPXA, PHMSA further stepped
up its presence in Alaska to respond to other potential risks presented by
the August 6 BP failure. Our first concern was the impact of the BP
transit line shutdown on the Trans-Alaska Pipeline System. Reduced
product flow from the BPXA transit lines could cause new safety risks to
the TAPS pipeline. The hydraulics of the pipeline is set to operate at a
certain threshold of product flow. It was necessary to determine whether
the operation could be adjusted to a lower level flow. A reduced level of
flow can cause vibrations to occur over certain high elevation passes,
causing PHMSA to question whether it would be necessary to monitor
strain. Long-term reduced flow rate could also cause an environment
more susceptible to internal corrosion. We have determined that Alyeska
can adjust the hydraulics to operate at a lower flow rate, that it is
monitoring the strain caused by vibrations, and that it has an aggressive

cleaning pig program to minimize internal corrosion.

Given the impact of the BPXA line shut down, we were also concerned
about any immediate risk that could lead to a shutdown on any of the
other feeder lines to TAPS. We therefore deployed a team to update our
knowledge of the risks to these other pipelines, including Kuparuk,
Alpine, Badami, North Star, Oliktok and Milne Point. We were
particularly concerned about a nine-mile section of non-piggable line on
Kuparuk. While we have some long-term integrity management issues,

no immediate risks were detected.

The Acting Secretary of Transportation, Maria Cino visited Prudhoe Bay

in August to assess the situation first hand. My Acting Associate

September 13, 2006 - - House Committee on Transportation and Infrastructure 13
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Administrator for Pipeline Safety, Dr. Ted Willke has been on site

several times and I visited again the last week in August to assess
compliance with our orders. We are presently working with BPXA on its
plan to restart the 34” diameter section of the Eastern line and the
conditions BP would need to meet to satisfy our safety concerns. Given
that BPXA was not able to sufficiently explain the causes of the
corrosion on the Eastern line, and the potential extent of damage to the
pipe wall, PHMSA has required that BPXA demonstrate that the Eastern
line is in safe condition for pigging operation. The wall condition must
be satisfactory to return flow to the line and pass'a smart pig through it,
without creating the risk of environmental harm. On August 29, PHMSA
provided detailed written guidance to BPXA as to how it must
demonstrate the Eastern line integrity prior to commencing pigging
operations and make appropriate arrangements for spill contingencies.
PHMSA will authorize restart for testing only when we have adequate
data and corrosion modeling plus analysis that does not place undue
reliance on the results of data collected on the in-service segment of the
Western line. Given recent progress with the terms of the amendments to
our CAQ, we are hopeful that smart pigging of the 60 percent of the 22
miles of low stress pipelines that have not yet been tested can be started

early this fall.

September 13, 2006 - - House Committee on Transportation and Infrastructure 14
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PHMSA will maintain the high level of oversight needed to enforce

compliance.

ITI. PREVENTING FUTURE CORROSION PROBLEMS ON LOW
STRESS PIPELINES

Because they operate at low pressure the BPXA lines that failed on the
North Slope had not been previously regulated by PHMSA. On August
31, PHMSA proposed new safety requirements that would bring these
lines under federal oversight. Our proposed rule applies to facility
operators of hazardous liquid gathering and low stress pipelines in rural

areas. We already regulate low stress lines in populated areas, those

September 13, 2006 - - House Committee on Transportation and Infrastructure 15
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impacting navigable waterways, and those transporting highly volatile

liquids.

Our regulatory proposal employs a risk-based approach — we intend to
protect all lines that, in the event of a failure, pose the threat of
significant environmental harm to unusually sensitive areas, or USAs, a
term defined in our regﬁlations. The proposal addresses the most
significant threats, corrosion and external damage, and applies a full
range of protections known to be effective and appropriate against these
risks to these lower pressure lines. For low stress lines, we have
determined these to be lines within a % mile of a USA and of a diameter
of 8 5/8 inches or more. We estimate that the rule will cover an

additional 600 miles of low stress lines.

The scope of our rulemaking proposal for rural low stress lines is based
on the size and pressure of the lines and the volume of product that could
be spilled. We reviewed data provided to us by operators of rural low-
stress pipelines, on the history of spills from these types of lines. Two
thirds of those spills traveled no more than about 100 feet. The one third
that spilled larger amounts traveled less than a quarter of a mile from the
pipelines. No spill traveled as far as one quarter mile. We reviewed the
operations of many companies and determined that most low stress
pipelines are short in length, between one and five miles, and relatively
small in diameter, between 8 5/8 inches and 16 inches. By calculating
what volume of product these pipelines could spill, and how the product

could spread in the event of the spill, we determined that larger pipelines

September 13, 2006 - - House Committee on Transportation and Infrastructure 16
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within one quarter mile of an unusually sensitive area should be

regulated.

The proposal provides additional robust integrity protection to areas
where oil pipelines in rural areas could affect drinking water resources,
endangered species and other ecological resources. In our review of the
several hundred spills from pipelines of this type, we determined that the
causes of failure were almost always corrosion or excavation related
damage. Given the small size of most of these pipelines, we chose not to
require formal risk analysis, but instead require operators to focus and

protect against these two risks.

The proposed rule will specifically enhance corrosion protection by
requiring;: v(l) all of the corrosion protection prescribed by the current
Part 195 of Title 49 of the Code of Federal Regulations; (2) specific
cleaning procedures and continuous monitoring for operational changes
that could introduce new risks; and (3) that operators address the risks
identified. The proposal requires the same level of integrity assessment
as required on high stress transmission lines, including smart pigging,

hydrotesting or equivalent alternatives.

The proposed rule notes “the operator may” use one of several forms of
assessment to address all threats. This language imposes the same
assessment requirements already mandated on high pressure transmission
lines. This action is consistent with other current rules and recognizes
the fact that some segments of lines will not be piggable and that other

alternatives may be appropriate. Similar to the IMP program, we require

September 13, 2006 - - House Committee on Transportation and Infrastructure 17
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leak detection and require operators of these lines to follow safety rules
for design, construction, testing, and maximum operating pressure. In
addition, the proposal would require operators to protect the lines from
excavation damage, install and maintain line markers, establish operator
qualification and damage prevention programs, provide public education,
and report accidents and safety—related conditions. Compliance with the
new protections will be ‘subject to rigorous inspection by PHMSA
pipeline safety inspectors, or state inspectors trained to the same level as
federal inspectors. In the event an inspector finds an operator’s program
inadequate, we would order program or procedural changes. For
example, initial inspection of the adequacy of high pressure transmission
integrity programs found that 80 percent needed improvement. PHMSA
took action with respect to all programs needing improvement. Most low
stress lines in the U.S. lower 48 States are much smaller in diameter than
the low stress lines that BPXA operates on the North Slope. Many
operators of unregulated crude oil low stress lines already have programs
in place to regularly clean and test their pipelines. Nonetheless, the
regulation we have proposed provides a strong set of requirements to
protect rural environmental areas. We also posed questions in the notice
of proposed rulemaking to get the best possible information to complete
the rule, including whether we should extend protections beyond the %
mile area, whether we should require all unregulated lines to report spills,
whether implementation time frames are appropriate, and other questions
to help scope the final requirements. We will modify the regulatory
proposal as needed based on information that becomes available on the

docket.

September 13, 2006 - - House Committee on Transportation and Infrastructure 18
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Iv.

THE U.S. PIPELINE INFRASTRUCTURE IS SOUND

The recent Alaska incidents are not a bellwether for the health of the
majority of the U.S. energy pipeline infrastructure. Overall, the pipeline
infrastructure is in far better shape than the BP low stress lines at
Prudhoe Bay. PHMSA has designed and implements a strong risk-based
systems approach to ensure the safety and reliability of our nation’s
energy pipeline infrastructure and this approach is having very positive
results. The number of serious incidents in which people or the
environment are harmed is steadily declining, particularly on oil

pipelines.

100

. Serious Pipeline Incidents
(incidents involving death or injury, 1986-2005)
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Trendline
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Comparing the five year periods before and after integrity management
programs were implemented on hazardous liquid pipelines, spill

frequency dropped 18 percent and volumes spilled dropped 35 percent.

a

Hazardous Liquid Pipeline Accidents (1996-2005)

Before/After Implementation of Integrity Management
(Adjusted for comparability in reporting criteria over time)
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V.

September 13, 2006 - - House Committee on Transportation and Infrastructure

The leading cause of failure on hazardous liquid transmission pipelines
are down nearly 50 percent since the integrity management program was
put in place in 2000. Operators have a better understanding of the
condition of their pipelines and the pipelines are in better condition.
Safety programs are improving and will sustain improved performance in
the future. PHMSA closely monitors operator-specific performance and
flags companies for more intense oversight and inspection if their
performance is found to be declining. We had flagged BP as one of those
companies, prior to the accident in March. We have several enforcement
actions in place against BPXA and its affiliate, BP Pipelines, for
shortcomings in its integrity management on regulated lines in Alaska.
We have taken actions in recent years against BP North America for
compliance issues in the lower 48 States. We intervene with operator
executives to address performance issues, usually before accidents
happen, and do not just respond after the fact. We make full use of all
our enforcement options, including civil penalties at the higher level
authorized under the Pipeline Safety Act of 2002. A summary of our
progress on completing recent and past mandates and recommendations

is attached.

LET’S NOT LOSE SIGHT OF THE MOST PRESSING SAFETY
PROBLEM

In the past few years, PHMSA has taken a hard look at incidents, their
causes, and what can be done to prevent them. One thing is clear — the
leading cause of incidents (42 percent of total) in which people are hurt

or killed is construction-related damage causing an immediate rupture or

21
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damage that later grows to failure. This occurs most often on the gas

distribution systems that run through the neighborhoods where people

live and work.

Gas Distribution Incidents (1996-2005)

By Major Cause
Cther outside .
Force Damage Corrosion (3%)

(7%)

Excavation
Damage
(42%)

Material Failure Natural Forcé
(5%) Damage (14%

Source:
DOT/PHMSA
Incident Data

Human Error
(5%)

Unfortunately, since 1996, incidents of construction-related damage to
distribution systems have increased as much as 49 percent. These

incidents are in areas where people are most likely to be hurt.

September 13, 2006 - - House Committee on Transportation and Infrastructure 22
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Gas Distribution Incidents
Caused by Excavation Damage
(1996-2005)

Trendline

\

1996 1997 1998 1999 2000 2001 - 2002 2003 2004 2005
Source: DOT/PHMSA Incident Data

This part of the pipeline system, the distribution network, is almost
entirely under the jurisdiction of States, our foremost partners in pipeline
safety. These incidents are almost entirely preventable. We need to help

States do more, and we need new authority to make this happen.

The Secretary of Transportation recently submitted to Congress the
Administration’s legislative proposal to reauthorize and improve pipeline
safety and protection for the environment, and enhance infrastructure
reliability. The proposal, the “Pipeline Safety and Reliability
Improvement Act of 2006,” aims to build on our progress in achieving
the mandates of the 2002 Act by placing more emphasis on damage

prevention and enhancing state programs’ oversight of pipelines. It

September 13, 2006 - - House Committee on Transportation and Infrastructure 23
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VI

would also eliminate what we believe to be a counterproductive
requirement for mandatory reinspection of gas transmission lines every 7
years. The Government Accountability Office has just issued a report
agreeing that a risk-based

reinspection approach would be preferable.

These reauthorization concepts are generally supported across our
stakeholder community, including the Federal and State family, and we
are pleased to see many of these priorities reflected in the Committee’s

bill.
CONCLUSION

I assure the members of the Committee that the Administration, Acting
Secretary Cino, and the dedicated men and women of PHMSA share
your strong commitment to improving safety, reliability, and public

confidence in our Nation’s pipeline infrastructure.

Like you, we understand the importance of our mission to the safety of
our citizens and the energy security and continued economic growth of

our great Nation.

Thank you.

I would be pleased to answer any questions you may have.
Hit#

Attachments:

PHMSA Mandate Progress Chart
PHMSA Mandate Progress Graph

September 13, 2006 - - House Committee on Transportation and Infrastructure 24
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PHMSA STATUTORY MANDATES FOR PIPELINE SAFETY

Pipeline Safety Improvement Act of 2002

Section | Title Status of
PHMSA Actions
2 One-Call Notification Program )
« Establish agreements with CGA Completed.
« Establish ways to promote damage prevention Completed.
+ Establish CATS positions Completed.
» Establish a new national CATS coordinator Completed.
4 Interstate Inspection Program Grants
« Define the program criteria Completed.
« Award grants to participating states Completed.
 Collect state-generated reports of probably violation Completed.
5 Public Education Compliance
¢ Develop advisory Completed.
¢ Complete self-assessments Completed.
« Propose incorporation of 1162 into regulation Completed.
« Publish a Final Rule incorporating 1162 (Feb., 2005) Completed.
« Establish a clearinghouse Completed.
7 Enforcement Procedure Changes (Clarifications and Completed.
Dismissals)
8 Enforcement Procedure Changes (Penaities) Completed.
9 information Technical Assistance to the Community
+ Request funding Completed.
11 Population Encroachment/Right-of-Way
¢ Establish TRB agreement Completed.
¢ Complete Study Completed.
« Report to Congress in S-1 Completed.
12 Five Year R&D Plan with DOE and NIST
¢ Award contract Completed.
¢ Secure government-industry investment Completed.
($10.3 million for 22 projects)
« Complete MOU with DOE and NIST Completed.
« Complete the 5-year plan Completed.
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13 Pipeline Operator Qualification Programs
« Hold public meetings (4) Completed.
* Publish protocols Completed.
« Issue Advisory Bulletin Completed.
e Prepare Direct Final Rule Completed.
¢ Run Pilot Program for Certification of Certain Pipeline Ongoing.
Workers
Report on Pilot Program and Effectiveness of 12/17/2006
Certification Process
14 Risk Analysis and Integrity Management Programs for Gas
Pipelines
o Issue NPRM and Final Rule Completed.
» Develop protocols Completed.
« Establish ongoing inspections Completed.
15 National Pipeline Mapping System
« Develop and issue Advisory Bulletin Completed.
o Establish enforcement and on-line interface Completed.
16 Alternative Mitigation Measures Completed.
16 Coordination of Environmental Reviews (Permit Streamlining)
« Develop MOU with participating agencies Completed.
+ Establish Ombudsman position Completed.
+ Complete guidance work for phase I
o Develop an ANPRM
17 Nationwide toll-free number system
e Submit a petition to FCC Completed.
¢ Have FCC issue an NPRM Completed.
« Develop methodology to promote 3-digit dialing Completed.
 Establish 3-digit Nationwide One-call Number Completed.
18 Report Progress on CY 2000 iG Recommendations Completed.
19 Report on NTSB Recommendations . Completed.
22 Emergency Response
o Develop curriculum with fire marshals Completed.
o Complete training video Completed.
 Develop text training material Completed.
23 Inspections by Direct Assessment
* Issue NPRM Completed.
» Coilect Comments Completed.
s Hold public meetings - Completed.
« Issue Final Rule (October, 2005) Completed.
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OPENING STATEMENT OF
THE HONORABLE RUSS CARNAHAN (MO-03)
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
U.S. HOUSE OF REPRESENTATIVES

Hearing on
Low Pressure Liquid Pipelines: In the North Slope, Greater Prudhoe Bay, Alaska

Wednesday, September 13, 2006, 10:00 AM
2167 Rayburn House Office Building

Mr. Chairman and Mr. Ranking Member, thank you for hosting this important hearing on
the pipeline leak in Prudhoe Bay, Alaska.

The BP oil leak, which occurred in early August of 2006, was detrimental to the
surrounding community. It is imperative that we support and encourage the Secretary of
the Department of Transportation to review safety standards for these low-pressure
pipelines. As members of this committee, it is our duty to prevent this tragedy from
repeating itself in the North Slope as well as any other area across the country where
pipelines pose a potential environmental threat.

Vice-Admiral Barrett, Ms. Epstein and Mr. Marshall, welcome to our committee and
thank you for appearing before us today.

it
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COMMITTEE ON TRANSPORTATION & INFRASTRUCTURE

“Oversight Hearing on Low Pressure Liquid Pipelines: In the North Slo
Greater Prudhoe Bay, Alaska”

September 13, 2006
11:00 a.m.
Room 2167 Rayburn

Opening Statement of Congressman Elijah E. Cummings

Mr. Chairman:

I thank you for calling today’s hearing to enable us to
examine both the specific circumstances surrounding the
oil spill that occurred in Prudhoe Bay in Alaska as well as
the adequacy of the current oversight regime for low-

pressure liquid pipelines.

As my colleagues have discussed, approximately 270,000
gallons of oil leaked into the Alaskan tundra through a
quarter-inch hole in a BP pipeline in March of this year.

Subsequently, this summer, additional corrosion was found
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in a pipeline that required it to be partially shutdown. This
action took nearly half of the 400,000 gallons normally
transported through this BP network out of our national

supply chain.

It has been reported that the owner of the pipeline, BP, had
not done a thorough inspection of the inside of the pipeline

in almost a decade.

I hope that BP will explain today why they allowed their
pipelines to be so neglected for so long. BP is a firm that
advertises itself as placing a high priority on operating in a
manner that is safe for the environment. Further, BP is a
firm that, according to the New York Times, made $7.27
billion in profits during the second quarter of this year —

which was more than 30% higher than the profit it made
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during the same period last year and equated to a profit

earning of roughly $55,000 per minute.

Such figures are essentially incomprehensible — particularly
to people who are paying $3 for a gallon of gas on a fixed

income while confronting other rising expenses.

BP certainly could not credibly say that they did not have
the money necessary to afford to properly maintain their
pipelines. Therefore, one can only conclude that BP simply
didn’t have the will to do so. Further evidence of this
appears in reports of several newspapers that suggest
independent investigators found evidence that BP tried to
intimidate employees who reported problems with the

pipelines.
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Equally incomprehensible to me is the timid and short-
sighted action being taken by the Pipeline and Hazardous
Materials Safety Administration (PHMSA — pronounced
FIM-SA). PHMSA is now considering a rule to require
inspections every 5 years of pipelines that run through
environmentally sensitive areas and which — unlike
pipelines in urban areas — have generally been unregulated
by PHMSA. There have been varying estimates that from
10,000 to 12,000 miles of pipelines would be left
unregulated even if these proposed regulations were

adopted.

So often, our government only reacts after an incident has
occurred. It appears that in this case that the events in
Alaska clearly show that companies operating low-pressure

pipelines are unwilling to adequately maintain them even at
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the risk of losing production capacity and thus profit.
Despite this, the Administration is unwilling to act to close
the risks posed by unregulated low-pressure pipelines and

negligent companies.

Mr. Chairman, the safety of pipelines across our nation is
of critical importance and the incidents in Alaska reveal
serious shortcomings in our safety oversight regime that
demand immediate attention. I look forward to the

testimony of today’s witnesses and I yield back.
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Good morning and thank you for inviting me to testify today. My name is Lois
Epstein and I am an Alaska- and Maryland-licensed engineer and an oil and gas industry
specialist with Cook Inletkeeper in Anchorage, Alaska. Cook Inletkeeper is a nonprofit,
membership organization dedicated to protecting Alaska’s 47,000 square mile Cook Inlet
watershed, and a member of the Waterkeeper Alliance of 150+ organizations headed by
Bobby Kennedy, Jr. My background in pipeline safety includes membership since 1995
on the U.S. Department of Transportation’s Technical Hazardous Liquid Pipeline Safety
Standards Committee which oversees the Pipeline and Hazardous Materials Safety
Administration’s (PHMSA’s) oil pipeline activities and rule development, testifying
before Congress in 1999, 2002, 2004, and 2006 on pipeline safety, and researching and
analyzing the performance of Cook Inlet’s 1000+ miles of pipeline infrastructure by
pipeline operator and type.! I have worked on environmental and safety issues for over
20 years for two private consultants, the U.S. Environmental Protection Agency,
Environmental Defense, and Cook Inletkeeper.

Additionally, I am a part-time consultant for the Pipeline Safety Trust, located in
Bellingham, Washington, and my testimony today reflects both Cook Inletkeeper and the
Pipeline Safety Trust’s views. The Pipeline Safety Trust came into being after the 1999
Olympic Pipe Line tragedy in Bellingham, Washington which left three young people
dead, wiped out every living thing in a beautiful salmon stream, and caused millions of
dollars of economic disruption to the region. After investigating this tragedy, the U.S.
Department of Justice (DOJ) recognized the need for an independent organization which
would provide informed comment and advice to both pipeline companies and
government regulators and the public with an independent clearinghouse of pipeline
safety information. The federal trial court agreed with DOJ's recommendation and
awarded the Pipeline Safety Trust $4 million that was used as an initial endowment for
the long-term continuation of the Trust's mission.

As is well-known now because of BP’s recent pipeline problems on the North
Slope of Alaska, releases from low-pressure (also known as low-stress?) liquid pipelines
can have serious, adverse environmental and economic consequences. These
consequences can be nearly eliminated with adequate federal pipeline safety requirements
and enforcement. Investing in pipeline safety pays off in nationwide environmental and
economic benefits.

PHMSA has jurisdiction over BP’s pipelines, however BP’s so-called “transit”
pipelines currently are exempt from federal regulation, which means that other pipelines
like BP’s have no federal corrosion prevention requirements, no smart-pigging (or
equivalent) requirements, and no federal inspectors checking on operations. Based on
information PHMSA presented at the September 7 House Energy and Commerce hearing,

! Lurking Below: Oil and Gas Pipeline Problems in the Cook Inlet Watershed, Lois Epstein, Cook
Inletkeeper, 2002, 28 pp. plus appendices, and follow-up reports in 2003 and 2005. See
www,inletkeeper.org/pipelines.htm.

2 «Low-stress pipeline means a hazardous liquid pipeline that is operated in its entirety at a stress level of
20 percent or less of the specified minimum yield strength of the line pipe.” (49 CFR 195.2)
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there were a very large number, i.e., over 180, locations of wall thinning from corrosion
on BP’s Eastern Operating Area “transit” pipeline. If this pipeline were regulated, these
locations of wall thinning would have been discovered and repaired before now under 49
CFR 195.452, which would have avoided any supply disruption. Based on the BP
Prudhoe Bay situation alone, there are strong technical and economic reasons to regulate
low-pressure transmission pipelines.

BP’s March spill of 200,000-plus gallons, the largest spill ever on the North Slope
of Alaska, contaminated several acres; fortunately, this spill did not significantly
contaminate flowing surface waters which could have carried the crude oil a much longer
distance. Nevertheless, the environmental damage was extensive and costly to remediate,
as shown in the two photos below.

Photo 1: Oil recovery efforts, March 13, 2006, Unified Command photo.

The spill, along with a second BP spill and extensive corrosion discovered
following a PHMSA-mandated “smart pig” run to search for wall thinning on a similar
pipeline in early August of this year, led to BP’s decisions to shut-down all - and later,
part — of its Prudhoe Bay production. Among the economic costs, the state of Alaska lost
$6.4 million in royalties and taxes for each day the entire oil field was shut-down.’
Additionally, there was a noticeable spike in the price of crude oil for several days
following BP’s initial announcement, raising oil costs for both industry and the public.®

3 «“Murkowski institutes hiring freeze after shutdown,” Matt Volz, Anchorage Daily News, August 9, 2006.

*“BP shutdown sparks oil rise,” Sheila McNulty, Financial Times, August 8, 2006.
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Photo 2: Oil recovery efforts, August 6-8, 2006, Unified Command photo.

Note that this is not the first time that a pipeline release has resulted in significant
economic costs to the public. Following the August 19, 2000 rupture of an El Paso
Natural Gas Pipeline, natural gas prices rose significantly in California.’

The BP North Slope situation this year also demonstrated:

1. The value of smart-pigging pipelines. Even though BP’s operators believed its
“transit” pipelines were low-risk, smart-pigging demonstrated otherwise. Smart
pigging is an excellent check on the effectiveness of pipeline corrosion and
damage prevention operations since the pigs examine the entire circumference of
pipelines for wall thinning.

2. The need for federal oversight of pipelines. BP clearly treated its non-federally
regulated “transit” pipelines differently than those transmission pipelines that
were regulated, with troubling results. When U.S. DOT surveyed pipeline
operators in 1992, it found that 84% of the unregulated low-pressure pipeline

% “With the disruption to flow along one segment of the El Paso system, gas prices in southern California
soared at least temporarily, but a combination of market adjustments avoided the occurrence of widespread
shortages,” 4 Lock at Western Natural Gas Infrastructure During the Recent El Paso Pipeline Disruption
Energy Information Administration (undated). See http://tonto.eia.doe.gov/FTPROOT /natgas/elpaso.pdf,

p.7
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mileage nationwide was not operated in compliance with the requirements of 49
CFR 195.°

History of the Exemption. The following timeline shows actions the federal government
has taken and not taken to address the low-pressure pipeline exemption.

e 1969: All low-pressure pipelines exempted from regulation.

e 1988: National Association of Pipeline Safety Representatives (state pipeline
regulators) sends the U.S. DOT a resolution asking that the low-pressure
exemption be eliminated.”

e 1990: U.S. DOT asks for comments on “whether and to what extent” to remove
the low-pressure exemption from its regulations.®

e 1992: Congress passes the Pipeline Safety Act of 1992 (Pub. L. 102-508) and
directs U.S. DOT not to exempt pipelines from its regulations “only because the
facility operates at low internal stress.”

e 1992: Volpe National Transportation Systems Center issues a report for U.S.
DOT '° estimating that there are 20,000 miles of onshore rural gathering lines and
22,000 miles of unregulated low-pressure transmission pipelines. The Volpe
study also estimated that 38% of the 22,000 miles (nearly 7,000 miles) were near
a populated area or a navigable waterway (leaving 15,000 miles of low-pressure
transmission pipelines unre:gulated.)11

8 Economic Evaluation of Regulating Certain Hazardous Liquid Pipeline Operating at 20% or Less of
Specified Minimum Yield Strength, Deanna Mirsky of EG&G/Dynatrend and The Hazardous Materials
Transportation Special Projects Office, Volpe National Transportation Special Projects Office, July 21,
1992, p. 8.

7 Resolution 1988-1-P1, 20 Percent SMYS, sent to U.S. DOT on August 4, 1988.
8 See 55 Federal Register 45822 (October 31, 1990).

? See 49 USC 60102(k).

10 Economic Evaluation, op. cit.

" In its Notice of Proposed Rulemaking (NOPR) published in the Federal Register on September 6, 2006,
however, PHMSA used industry data — which includes irrelevant offshore gathering line information and
gathering lines too small to be regulated — to estimate that only 5,000 miles of low-pressure transmission
pipeline currently are unregulated. In section 6.1.1 of the Regulatory Evaluation for this NOPR (U.S.
Department of Transportation Docket Number RSPA-2003-135864-36), PHMSA says it used the
Association of Oil Pipe Lines’ “Pipeline 1017 estimate of 35,000 miles of gathering line mileage which
includes onshore and offshore gathering lines and gathering lines as small as 2” in diameter. Section 6.1.2
of the Regulatory Evaluation describes how PHMSA subtracted these 35,000 miles from the approximately
40,000 miles of unregulated pipelines and concluded that there are only 5,000 miles of unregulated, low-
pressure transmission pipelines (i.e., disregarding the fact that the 35,000 mile figure contains significant
offshore and small diameter gathering line mileage).
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e 1993: Notice of Proposed Rulemaking applying pipeline standards to low-
pressure transmission pipelines that traverse a populated area or a navigable
waterway. U.S. DOT deferred a decision on regulation of low-pressure lines in
environmentally sensitive areas awaiting its development of a definition of
environmentally sensitive areas.”?

e 1994: Final rule applying pipeline standards to low-pressure transmission
pipelines located in non-rural areas and areas currently used for commercial
navigation. 13

e 2006: American Petroleum Institute and the Association of Oil Pipe Lines submit
a proposal in June to PHMSA identifying which low-pressure pipelines should be
regulated and to what extent (i.e., not requiring that all of 49 CFR 195 apply).”*

e 2006: U.S. House of Representatives Committee on Transportation and
Infrastructure marks-up H.R. 5782 in July, closely tracking industry’s proposal
identifying which low-pressure pipelines should be regulated. U.S. House of
Representatives Energy and Commerce Committee holds a hearing later in July
on a Discussion Draft for the reauthorized pipeline safety law which does not
include details on which low-pressure pipelines should be regulated.

e 2006: Notice of Proposed Rulemaking applies /imited pipeline standards to low-
pressure transmission pipelines and gathering lines within % mile of “unusually
sensitive areas,” which represent only 17% of the unregulated transmission and
gathering pipeline universe according to the NOPR and 14% of the unregulated
transmission pipeline universe.!” Using the figure of 15,000 unregulated miles
developed by the Volpe Center, however, less than 5% (684 miles of 15,000
miles) of the low-pressure transmission pipeline universe would be regulated
under the NOPR.

Today, 18 years after state pipeline regulators asked U.S. DOT to remove the
exemption covering low-pressure pipelines entirely, PHMSA last week proposed to
regulate an incremental sliver of the unregulated low-pressure transmission pipeline
universe. This means that many, many miles of low-pressure transmission pipelines
remain unregulated and susceptible to BP-like problems with their corresponding,
adverse environmental and economic consequences. And PHMSA will never even know
about most such problems because unregulated pipelines need not report their releases to
U.S. DOT - out of sight, out of mind.

12 gee 58 Federal Register 12213 (March 3, 1993).
13 See 59 Federal Register 35465 (July 12, 1994).
14 U.S. Department of Transportation Docket Number RSPA-2003-15864-22.

15 See 71 Federal Register 52515 (September 6, 2006).
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Technical Deficiencies of the 2006 NOPR. In developing its 2006 NOPR, U.S. DOT
ignored technical and other information provided it by public interest organizations — and
the proven efficacy of smart-pigging — and instead moved forward with industry's
proposal substantially intact. This reactive, pro-industry posture must change to one
where federal regulation is pro-active and prevents pipeline problems before they happen.
Sadly, the NOPR represents how the pipeline office operated prior to 2000 until several
tragic pipeline accidents forced it to improve its regulations substantially.

First, Cook Inletkeeper and the Pipeline Safety Trust strongly oppose identifying
regulated pipelines using the buffer zone methodology proposed by industry and then by
PHMSA. We believe all low-pressure pipelines deserve federal regulation and those that
could affect “High Consequence Areas” (as defined in 195.450) should meet federal
integrity management requirements (49 CFR 195.452).

Second, in an unprecedented action, PHMSA’s proposal requires regulated low-
pressure transmission pipelines to meet much weaker standards than other transmission
pipelines, including other low-pressure transmission pipelines. As of 1994, U.S. DOT
regulates low-pressure, non-rural pipelines and low-pressure pipelines near commercially
navigable waterways and these lines must comply with all 49 CFR 195 standards.

Third, while Cook Inletkeeper and the Pipeline Safety Trust will submit more
detailed comments to PHMSA on the 2006 NOPR, Congress needs to know now that
PHMSA’s proposed rule is a patchwork of requirements taken from 49 CFR 195 with no
credible evidence that such requirements will decrease releases significantly. For
example, the proposed standards reduce six pages in the Code of Federal Regulations on
pipeline integrity management (49 CFR 195.452) including required use of smart pigs (or
equivalent) to one unenforceable paragraph stating that pipeline operators "may” choose
to use smart pigs (or equivalent)."® Additionally, the proposed standards for regulated
gathering lines do not include any type of integrity management whatsoever.

Last, the proposal makes clear that the costs for compliance with a more
comprehensive regulatory scheme would not be large, especially given the high costs to
society when pipelines fail. PHMSA predicts that its proposal will cost operators only
$17 million,” a relatively small amount given the likely higher costs to society from
higher fuel costs, lost taxes, cleanup costs (including governmental oversight), etc. when
pipelines like BP’s fail.

State of Alaska’s Role. Current PHMSA interpretation of the pipeline safety law gives
federal authority to pipelines following separation of crude oil, natural gas, and produced
water (contaminated water that comes up from underground during oil or gas
production). Pipelines prior to separation facilities thus are regulated only by states.

16 See 71 Federal Register 52519 (September 6, 2006), proposed section 195.12(b)(10).

17 See 71 Federal Register 52515 (September 6, 2006).
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BP’s faulty pipelines on the North Slope contain only crude oil so they fall under both
state and federal jurisdiction.

The Alaska Department of Environmental Conservation (ADEC) regulates BP’s
faulty pipelines under its “crude oil transmission pipeline” requirr;rrnents.18 Current
ADEC requirements are not specific enough to prevent the corrosion which occurred,
however ADEC’s general oil pollution prevention authorities'® would have allowed
inspectors to require pipeline operators to take steps to prevent corrosion-related oil
discharges.

Following the BP Prudhoe Bay shut-down in August, Governor Murkowski’s
Administration proposed reorganizing the state’s oversight of pipelines and giving the
state Department of Natural Resources (DNR) the lead role. Cook Inletkeeper believes
that because DNR primarily is a resource-development agency, this poorly designed
reorganization plan will do nothing to increase the state’s ability to prevent corrosion and
should be dismissed.

Other Recommendations. In addition to improving pipeline safety regulation of low-
pressure pipelines as discussed above, Cook Inletkeeper and the Pipeline Safety Trust
recommend that Congress consider adopting the following measures to minimize the

likelihood of a significant polluting and/or supply disruption event on Alaska’s North
Slope or the Trans-Alaska Pipeline System (TAPS):

e Authorize, perform, and implement the recommendations of an independent audit
of the maintenance and operation practices of all North Slope oil and gas
facilities; and,

s Create a Citizens’ Oversight Group, modeled after the Prince William Sound
Regional Citizens” Advisory Council (created after the Exxon Valdez oil spill,
which would receive dedicated industry funds to serve as an independent
watchdog over North Slope and TAPS operations.

Additionally, Congress should implement strategies that:

e Harness clean, renewable, and homegrown, energy sources like properly-sited
wind, solar, tidal, and farm-based bio-fuels; and

e Reduce our nation’s dependence on oil through increased efficiency and
conservation.

1818 AAC 75.055.

1% For example, 18 AAC 75.005, Responsibility states: The owner or operator of an oil tank vessel, oil
barge, pipeline, oil terminal, railroad tank car, exploration facility, or production facility subject to the
requirements of AS 46.04.030 or AS 46.04.055 (j) is responsible for meeting the applicable requirements of
this chapter and for preventing the discharge of oil into waters or onto land of the state (emphasis added).



87

Last, Congress should consider the difficulty of preventing oil and gas-related
releases before making sensitive onshore (e.g., the Arctic National Wildlife Refuge) or
offshore environments available for oil and gas drilling.

Conclusion. Oil pipeline releases can have serious, adverse environmental and economic
consequences. These consequences can nearly be eliminated — and certainly can be
significantly reduced — with adequate federal pipeline safety requirements and
enforcement. Investing in pipeline safety pays off environmentally and economically.

Adequate federal pipeline safety requirements and enforcement are the key,
however. PHMSA'’s current proposal deserves aggressive Congressional questioning,
and it will receive strong, negative public comments. The proposed standards cover so
few pipelines and are so technically deficient and biased toward industry’s proposal that
U.S. DOT needs to begin anew. Cook Inletkeeper and the Pipeline Safety Trust believe
there are strong safety and environmental rationales for PHMSA to issue a final rule
requiring all low-pressure transmission pipelines to meet existing transmission pipeline
standards.

‘What’s unusual about BP’s current situation is that the company — and Cook
Inletkeeper and the Pipeline Safety Trust commend it for this —~ admits fault for its
technical and related financial misjudgments with respect to its North Slope “transit”
pipelines. Let’s learn from this situation and make certain it does not happen again by
ensuring that no low-pressure pipelines remain unregulated.

Thank you very much for your attention to these concerns.
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SPEAKING POINTS ~ juk*

Thank you Mr. Chairman for holding this critically needed
hearing. Thank you also to Mr. Oberstar for pressing for this
hearing so diligently.

I was shocked and outraged by this latest example of
corporate disregard for the environment. The Alaskan tundra
is some of the most pristine, wild and fragile habitat left in
our great nation and deserves the utmost respect and
protection from the government, the people, and especially
the few cotporations we have allowed to drill into it for oil.

I cannot help but see this event as a failure at every level and
a devastating challenge to the notion that corporations can be
trusted to regulate themselves.

This is a failure of the Federal government to issue timely
regulations for pipelines over which it has statutory authority;
a failure of the state of Alaska to formulate and enforce
pipeline safety laws and a failure for industry to set adequate
industry standards for the maintenance of low-pressure

pipelines.

MOST ESPECIALLY, this is a grave failure of self-regulation
for BP.

BP has seen profits of §70 BILLION DOLLARS since 2000
but refused to spend an additional, paltry, few hundred

thousand dollats on regular maintenance.
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In fact, these spills are not the first incidences of misconduct
on the part of BP; at the time these spills occurred, BP was
already on probation for dumping waste oil, paint, solvents,
and other hazardous material down a well at the Endicott
field, East of Prudhoe Bay and had experience other spills
and accidents in other parts of its North America operations.

I concur with Mr. Obetstar in calling for this committee to
revisit the recent pipeline safety bill to examine where we can
strengthen pipeline regulation in light of these events and I
sincetely hope that PHMSA will act as swiftly as possible to
issue approptiate, objective regulations to govern ALL low-
stress hazardous liquid pipelines.

These accidents and the knowledge that similarly unregulated,
uncounted pipelines exist in other rural and fragile areas only
sttengthen my opposition to opening up other areas in Alaska
to oil drilling operations.

In a time when the Administration and others are calling for
less regulation of industry by invoking the effectiveness of
corporate self governance, we must look to this incident as a
reminder of what can happen in the pursuit of ever higher
profits and stand firm in our responsibility to the American
people and our environment.
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U.S. House of Representatives
Transportation and Infrastructure Committee

September 13, 2006

Steve Marshall
President, BP Exploration (Alaska) Inc.

Written Testimony

My name is Steve Marshall and | am President of BP Exploration (Alaska)
Inc. (BPXA). BPXA is the operator of the largest oil field in North America —
Prudhoe Bay on Alaska’s North Slope. The Prudhoe Bay field consists of,
among other things, over 1100 production wells, approximately 1500 miles of
pipelines, multiple processing facilities (including the largest gas processing

plant in the world) and living quarters for our employees.

I will discuss BPXA's Prudhoe Bay oil field operations and the actions taken
on August 6th to begin the orderly shutdown of Prudhoe Bay - a decision |
believe was the best option in order to avoid the risk of an oil spill. | will also
present some background material on the corrosion prevention programs in

the field.

Prudhoe Bay

The Prudhoe Bay field is located 650 miles north of Anchorage and 400 miles
north of Fairbanks. It is 1200 miles from the North Pole and 250 miles north
of the Arctic Circle. Pump Station 1, the beginning of the Trans Alaska

Pipeline System (TAPS), is located within the perimeter of the Prudhoe Bay

-1-
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field. For additional detail on Prudhoe Bay operations please refer to Exhibit

1 in the appendix.

Prior to 2000, the Prudhoe Bay field comprised the East Operating Area
(EOA), operated by Atlantic Richfield Company (ARCO), and the West
Operating Area (WOA), operated by BPXA. Upon acquisition of ARCO by BP,
BPXA became the sole operator of the Greater Prudhoe Bay (GPB) field.
Although BPXA operates the field, a total of nine companies have a so-called
“working interest” in the field leases. The costs and production are shared

amongst the working interest owners, according to their ownership.

Alaska’s Leadership Challenge

| took over as President of BPXA in September of 2001. | assumed this
responsibility at a critical juncture for the Company as it emerged from a
period of low oil prices. There were a number of employee issues and
management challenges presented by my new duties. Earlier in my career, |
spent five (5) years on the Slope. With the knowledge | gained during that

time, | came into the top job with some very definite goals in mind.

First and foremost, | wanted to re-instill pride in our operations through
improving both the physical facilities in the oil field and our operating
practices. | also wanted to reaffirm the spirit of cooperation and teamwork
amongst all BPXA employees and contractors — a spirit that promoted

excellence when | worked in Alaska during the 1970's and 80’s. The
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opportunity to pursue this primary goal presented itself shortly after my arrival

in Alaska.

During the years immediately preceding my return to Alaska, the BP and
contractor workforces raised concerns to the media, Congress and others
outside of BP. An internal project team was organized to evaluate the validity of
the issues raised through these avenues and also to survey and review the
concerns of all BP employees and systems in place on the North Slope. This
project is referred to and was documented in the Operations Review Team

(ORT) report which was issued in September of 2001. This ORT report confirmed
that there were legitimate problems which existed in the field with maintenance

items and some operational integrity issues.

I was asked to move to Alaska and provide oversight to the effort to resolve the
issues identified in the ORT report, as well as resurrect trust and respect
between employees and BP management. The results of the ORT report were
shared with Congress and the public - good and bad. The corrective action

program was open with employees and members of Congress.

Beyond the ORT report and other efforts to ensure that workforce concerns
are heard and acted upon, | have made several key philosophic changes

during my tenure - some of which are still a “work in progress”™:

¢ A philosophy of complete transparency in our dealings with employees,

contractors and stakeholders. This has resulted in a number of
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systems that allow for contractors and employees to raise concerns

about safety and integrity.

* A philosophy of constant peer challenge that has resulted in several
outside reviews of our operations conducted by experts from within and

outside the BP Group — and improvements to our operations.

e A philosophy of continuous improvement that caused me to re-think my
organization after the March spill — and reorganize so that all corrosion
and integrity programs now reside under a Technical Directorate. The
key feature of Technical Director is that it is independent of line
operational management in order to improve our performance and get
a more direct “line of sight” on these key programs. The “before and

after” organizations are shown in Exhibit 2.

Recent Problems with OTL integrity

In March of 2006, BPXA discovered a leak along the Gathering Center (GC)
Oil Transit (OT) 21 line in the Western Operating Area (Exhibit 3). Thisis a
34" line that carries sales quality crude oil from a central gathering center for
ultimate delivery into TAPS at pump station 1. The leak was approximately

5,000 barrels, the largest spill ever on the Alaskan North Slope.

Shortly thereafter, the U.S. Department of Transportation (DOT) issued a
Corrective Action Order (CAO) to BPXA ordering it to perform In-Line

Inspection (ILI) or “smart pig” tests along with other inspection methods along
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both the Western and Eastern Oil Transit Lines (OTLs). There were a
number of complex technical issues to resolve before the tests could be
conducted, including developing a solution for managing the solids generated
during the maintenance pigging operations that precede smart pigging

operations to insure a clean pipeline.

BPXA began pigging operations along the Lisburne OTL in June. ILI of the
Lisburne OTL showed good results and affirmed our confidence that the lines
were fit for service. The pigging also revealed that the line contained very

little sediment.

BPXA began pigging operations along the Eastern OTL in early July, which
also revealed very little sediment (10 bbls) in the line contrary to earlier
estimates. Analyses of these “smart pig” inspections were received on
Friday, August 4 and indicated sixteen (16) significant anomalies at twelve
(12) different locations along the upstream segment of the Eastern OTL.
BPXA began immediate physical and ultrasonic testing of these anomalies
and verified the presence of additional corrosion. Early on August 6, BPXA’s
inspections revealed insulation staining along a segment of the Eastern OTL.
With the knowledge of these results, BPXA immediately shut down production
at Flow Station (FS) 2 as a precautionary measure, and BPXA technicians
subsequently discovered a small leak after close visual inspection along the

FS-2 to FS-1 pipeline segment.
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The smart pig results along the Eastern OTL were unexpected. Because the
exact cause of the corrosion mechanism was unknown, BPXA was concerned
over the condition of both the Eastern and Western OTLs. Thus, BPXA took
the prudent step on the morning of August 6 of announcing our intent to
systematically shut-down both sides of the Prudhoe Bay field until existing
inspection data could be further assessed and verified with follow up

inspections.

Some have questioned whether BPXA made a rash decision to shut down the
field over a small leak. To me, as President of BPXA, the decision to shut-
down was a reaffirmation of BP’s values and was the responsible thing to do.

We took this step to prevent a potential release from occurring.

In light of these incidents, many have alleged that BPXA's inspection and
maintenance program was inadequate. Given our almost 30 year
performance history and our existing programs, we believed we had an
effective corrosion management program in place. Clearly, recent events
have shown that our program did not detect or prevent the type of pitting
corrosion identified here. We are examining and analyzing this data closely

to ensure that we apply this learning to improve our program.

BP Corrosion Prevention Program for the North Slope

Corrosion is the natural degradation of a material like steel pipe that results
from a reaction with its environment. While corrosion cannot be eliminated, it

can be effectively managed through a combination of monitoring and
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mitigation treatments. The goal of corrosion mitigation programs is to control

corrosion rates to acceptable levels.

Corrosion rates are not static, however, and they can increase or decrease
depending on fluid properties or changes in conditions that affect the efficacy
of corrosion inhibitors. For that reason, locations that are prone to corrosion
damage, or where damage has been identified, are inspected as often as

every three to six months.

BPXA uses pigging, ultrasonic testing (UT), visual inspections, corrosion
inhibitors and other techniques as appropriate for each individual oil field's
characteristics. We employ a risk-based management program whereby
resources and activities are concentrated in areas where corrosion is most
likely to occur. Exhibits 4 and 5 describe the operations of a gathering center
in producing, separating out gas and water, and pumping oil, and they also

show a graphical representation of a producing field.

As oil production declined and water production increased, the risk of
corrosion has increased. BPXA'’s program has been modified and enhanced
to meet that challenge in recent years. Indeed, the 2006 annual budget for
BPXA’s corrosion monitoring and mitigation program is $74 million, an
increase of 15 percent from 2005, and 80% from 2001. As Exhibit 6
demonstrates, corrosion management "spend” has increased significantly
over the last 5 years despite the reduction in Prudhoe Bay oil production

volumes.
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This corrosion program is designed to continuously mitigate corrosion in the
upstream facilities (well lines, flow lines and gathering centers) which has
historically had the most corrosion issues. By inhibiting corrosion in the
upstream facilities, the downstream facilities (such as the OTLs) are also

protected.

The BPXA program is designed for (1) the “carryover” of corrosion chemicals
through the gathering centers (or flow stations, as they are called in the EOA)
to protect the OTLs; and (2) monitoring and inspection of these lines to track

any changes that indicated a problem.

Clearly, in hindsight, this prevention monitoring and inspection program for
the OTLs was not sufficient to identify changed corrosion rates that appear to

have resulted from changing conditions in the field.

The following section describes the Corrosion Prevention Program for the

North Slope in more detail.

Inhibition

A key element of the corrosion prevention program is widespread continuous
inhibitor injection. In short, the best way to address corrosion is to prevent it
from happening in the first place. Our commitment to effectively managing
corrosion on the North Slope is reflected in our corrosion inhibitor injection
rates. Exhibit 7 is a diagram of the inhibitor concentrations and the

corresponding corrosion rates achieved as measured by corrosion coupons.
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We continuously monitor the effectiveness of the inhibition programs with
corrosion coupons and electrical resistance (ER) probes. The ER probes take
readings every 4 hours of the corrosion potential of the fluids and allow us to
make adjustments to corrosion inhibitor injection rates on a weekly basis.

Exhibit 8 is a typical configuration of a corrosion coupon and ER probe.

We have not been satisfied with simply maintaining the status quo. We
conduct an on-going and very active inhibitor research program outlined in
Exhibit 9. This inhibitor research program enables us to identify new inhibitor

formulations to improve our corrosion management program.

Monitoring and Inspections

BP’s North Slope pipeline monitoring and inspection program incorporates
combinations of ultrasonic, radiographic, and guided wave inspection
techniques. In addition, we utilize coupon monitoring, smart pigging, leak
detection systems and surveillance by personnel to provide integrity
assurance and maintain safe operations. BPXA’s overall annual inspection
program consists of conducting inspections at about 100,000 locations in
Greater Prudhoe Bay. Of these inspections, approximately 60,000 are for
internal corrosion inspection and approximately 40,000 are for external

corrosion inspection.

It is important to note that most pipelines on the North Slope are above-
ground pipeline, in contrast to other oil fields in other parts of the United

States (where pipes are typically buried). This design makes it possible to
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use direct measurement techniques to assess the integrity of these pipelines.
These types of “direct assessmentis” are recognized as an effective

alternative to IL| methods.

Ultrasonic, radiographic, and guided wave testing are used to assess the
condition of the lines and to trigger further action as necessary. Ultrasonic
Testing (UT) involves the use of a high frequency sound wave to produce a
precise measurement of the thickness of a material. Our UT inspections are
not simply one reading at one location on the pipe. Rather, they are an
inspection of the full circumference of the pipe over a one foot length. So
when we count one UT inspection, it is really hundreds of individual readings
at that location. Radiographic testing literally provides an x-ray image of the
line, and allows us to “see” both the internal and external condition of the line.
Guided wave inspections utilize a new technology that allows us to perform

an assessment of buried and / or encased pipe.

We also use corrosion coupons (see Exhibit 8) throughout our operations in
order to obtain additional information about any corrosive conditions that
might exist in our systems that escaped other inhibition and monitoring
programs. The majority of our coupons are read on a three to four month

basis.

Important components of pipeline inspections also include regular visual

inspections and the use of Forward Looking Infrared (FLIR) devices. FLIR

-10-



100

technology is used to spot heat signatures of crude oil and is especially

useful during winter months.

Mitigation of Corrosion

in the design of pipelines, many corrosion mitigation methods are considered.
The selection of material from which to manufacture pipe, such as corrosion
resistant alloys like stainless or low carbon steel, is one consideration.
Another option is the use of various coatings and linings that provide

pipelines protection against corrosive agents.

Technology used to protect metal structures from corrosion includes cathodic
protection, a technique that is usually used in buried pipelines and takes
advantage of electrochemical properties to reduce a metal structure’s

corrosion potential.

Mitigation also involves the application of corrosion inhibitors and biocides in
conjunction with preventative maintenance such as pigging and physical

repair of damage.

BPXA runs approximately 370 maintenance pigs per year on the North Slope.
(See Exhibit 10 for detait regarding pigging operations). Maintenance pigging
is conducted either because of mechanical issues or because corrosion
monitoring suggests it. The frequency of maintenance pigging is specific to
each pipeline and varies significantly across the North Slope and the industry.

For example, the Northstar oil pipeline is pigged every two weeks to prevent

S11-
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paraffin buildup. The OTLs, on the other hand, do not experience the same

build-up of sediments.

External corrosion is mitigated by removal of the source for the water, drying,
cleaning and buffing of the damage area and application of new insulation
and/or coatings. If external corrosion limits the integrity of the pipeline, then
repair techniques are used such as sleeves, clock springs, clamps and or

composite wraps.

If the programs are so good, what happened?

Clearly, something went wrong. We will continue to try to understand the
physical mechanism behind the OTL leaks. Currently, our understanding is as

follows:

The recent leaks were on the oil transit lines, which are the last step in the
process before TAPS. General corrosion and pitting in the OTLs were
monitored by corrosion coupons on a quarterly basis, and have consistently
shown very low corrosive conditions in these lines, always below the BP
targeted wall thickness loss of less than .002 inches per year. Exhibit 11
shows coupon results in the OTLs. Every single corrosion coupon for more
than a decade, on both the EOA and WOA OTLs, met our acceptance
criteria, and none of them indicated the problem that BPXA recently
discovered. In spite of their low corrosivity, the OTLs were included in our

on-going UT monitoring program. Multiple locations on the OTLs were

-12 -
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monitored on a routine basis, and have consistently revealed corrosion to be

managed effectively on these lines.

The first indication of a growth in corrosion came from the corrosion
monitoring program in the facilities upstream of the WOA OTLs. An increase
in facility corrosion upstream of the WOA OTLs, while not alarming, caused
us to perform additional UT inspections of the OTLs. The results of these
inspections led us to schedule another ILI of the WOA OTL for mid- 2006.

Unfortunately, the March release occurred before that pig run was conducted.

It has been misreported that the OTLs have wide-spread corrosion. In fact,
no evidence of general corrosion (i.e. wall loss throughout the pipe} along the
OTLs has been found. If there was, it would have been quickly detected by
our monitoring programs. Instead, the OTLs have widely spaced, mostly
isolated dime-sized pits about 5 to 10 feet apart. It appears that the corrosion
is more serious on the upstream segments of these lines, which have the

lowest flow velocities.

Why wasn't the pitting corrosion detected by BP’s monitoring program? BP
had an active inspection program for these lines, but the isolated pits were
too widely spaced to be detected by that program. For example, there was
an inspection site adjacent to the site where a leak occurred. The inspection

did not detect any corrosion — just a few feet away from a pit.

We initially believed that the corrosion along the WOA had developed due to

certain operational changes in the WOA, and that the EOA was not similarly

13-
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affected. Our initial inspections of the EQA line appeared to confirm this.
However, these conclusions were premature and made before the latest
inspections were completed. The inspection of the EOA OTL revealed that
the pattern of corrosion damage is similar in both the EOA and WOA,

although the precise corrosion mechanism remains under study.

Despite years of coupon monitoring, UT inspection and the 1990 and 1998
smart pig runs that indicated no serious corrosion problems with the transit
lines, a serious corrosion problem did develop. Regular maintenance pigging
might have prevented the current problem from occurring. Our corrosion
management system will be adjusted to an even more rigorous program to

address these issues.
The Coffman and Baxter Reports

In recent weeks, there has been a Iot of discussion and debate about both
sets of outside review and critique — the Baxter and Coffman reports. |feel it

is important to set the record straight on both reports.

John Baxter is the top-ranking engineering authority within the BP group.
John was asked twice to come to Alaska, in 2005 and 20086, to review the
BPXA corrosion management program. These requests reflect both BP’s
philosophy of constant peer challenge and my personal view that even good
programs benefit from outside perspectives. John’s reports were very fair in

their assessment of both the good and bad aspects of the Alaska corrosion
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programs. The reports were also used extensively by my team to make

improvements in the program.

For instance, one of the 2005 criticisms went to John's concern that despite
my desire and directive to increase investment in facilities maintenance and
integrity on the Slope, there remained a “culture of conservatism” for making
these investments, as a result of low oil price years in the late 1990’s. This
comment was taken to heart by my leadership team and acted on, and indeed

the 2006 Baxter Report noted measurable improvements on this area.

Recent mention has been also been made of the annual reports that have
been submitted by an outside engineering firm, Coffman Engineers. Coffman
Engineers is retained by the State of Alaska to review BPXA’s annual report
on corrosion management for the State of Alaska. While praising BPXAs
program, Cofiman Engineers also has noted deficiencies in BPXA’s program.
There appears to be some implication that the noted deficiencies played a
role in the recent pipeline incidents. However, Coffman did not specifically

discuss the oil transit lines in any of its reports.

Previous Coffman reports have noted there were isolated pockets of
accelerated corrosion in BPXA’s North Slope infrastructure. When discussing
internal corrosion on oil lines, the Coffman reports focus attention on the
“production system” of well lines and flow lines, the “three-phase” lines that
carry a mix of oil, water and gas. These are the lines where corrosion is more

of a known threat than in the transit lines that carry “processed oil”.
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While there were areas in Coffman’s reports recommending additional inspection
and maintenance activities, on balance they offered support for the efficacy of
BPXA’s corrosion management program. Excerpts from recent Coffman

reports are shown below:

¢ The 2003 report states: “From a global perspective of oil and gas
production, Greater Prudhoe Bay (GPB) and related facilities have an
aggressively managed corrosion control program. This suggests an
adequate long-term commitment to preserving facilities for future
production and sensitivity to environmental consequences.”

e The 2004 report credits BP with transparency and candor, and for
maintaining a corrosion program in which there is no “acceptable” risk. It
said BP’s program “is effective and exceeds common industry practice,”
and that “Corrosion in most of the pipeline system has been reduced to a

negligible level.”

Path Forward for North Slope Pipeline Infrastructure

BPXA'’s incident analysis is still underway, but we have already taken steps to
characterize the problem and assess the integrity of all the OTL lines. This
information has been submitted to the Office of Pipeline Safety (OPS), whose
staff is currently reviewing it. We also have outside experts who are
reviewing the data and who will provide independent opinions about its

adequacy.
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We have been working in cooperation with OPS to ensure the safety and
integrity of these systems. We pledge to continue working in cooperation
with DOT and other interested stakeholders to ensure that these lines, and all
our pipeline operations on the North Slope, are operated to a high standard of

operational excellence.

Now we must focus our attention on the future — and what we will do to
mitigate the risk of future leaks occurring in these oil transit lines. We have

committed to undertake seven key actions:

First - Run an in-line inspection tool in each of the Prudhoe Bay Oil

Transit Lines that are returned to service.

Second - Confirm through testing the exact corrosion mechanism that
caused this probiem and modity our corrasion control programs
accordingly.

Third - Implement maintenance pigging in all Qil Transit Lines.

Fourth - Include all BP operated Oil Transit Lines on the North Slope
into DOT’s Pipeline Integrity Management (PIM) Program. This will

cover all 122 miles of BP Oil Transit Lines in Alaska — not just those in

the Prudhoe Bay field.

Fifth - Replace 16 miles of WOA / EOQA oil transit lines with smaller
(higher-velocity) lines to help ensure this problem does not recur. The

estimated cost of this is in excess of $150 million.
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Sixth - The BPXA organizational structure has been changed with the
addition of a Technical Director to provide independent assurance of

our integrity management efforts.

Seventh - Increase Prudhoe Bay major maintenance spending to $195
million in 2007, a nearly four fold increase from 2004 spending levels.

This increase is in addition to the investment in replacement pipe.

In addition to these physical changes, we remain committed to work
collaboratively and proactively with the DOT, State regulators, and other

stakeholders.
Business Resumption Plan

BPXA is also actively working to restore full production in the Greater

Prudhoe Bay field. The following serves as a review of those activities.
Western Operating Area

BPXA has conducted more than 4,876 UT tests of the Western Operating
Area OTLs since the August 6th announcement. These subsequent
inspection results have not indicated any wall thickness loss greater than
39%. This accelerated rate of inspections — and the resulting data — allowed
BPXA to make the decision to continue operating the WOA and cease the
orderly shut down originally announced on August 6. We have continued
these inspections since that August 11 decision and will not cease the
activities until we conduct a smart pig run (scheduled for late October or early

November).
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In addition, BPXA has begun a surveillance effort that includes daily over-
flights using infrared cameras, as well as the use of hand-held infrared
cameras on the ground. The cameras can detect small leaks by sensing
changes in pipeline surface temperatures. Two vehicles with spill response
equipment and carrying observers with infra-red leak detection equipment are
patrolling the line 24 hours a day. They are teamed with pipeline walkers

who will visually inspect the line ten (10) times a day.

Eastern Operating Area

Since August 6, over 12,000 UT inspections have occurred on this line —
nearly 25% of the line. We are averaging 200 to 300 inspections per day.

About 160 workers are dedicated to this inspection effort.

We are currently focusing inspections on the 34” segment that runs from FS-1
to Skid 50 (see Exhibit 3). If the inspection results show that the line has
integrity, we will request permission from the DOT to re-start that line. We
are currently working through a process with DOT to make that request once
we can provide assurance that the line can be safely re-started and pigged.
We expect to make that request in the near future. Restart will allow us to
quickly run both maintenance and smart pig these lines, in line with the DOT

CAO.

Regarding the leak along the FS-2 transit line, the estimated 23 barrels of oil
spilled has been cleaned up. The line currently holds about 13,000 barrels of

crude. Metal sleeves have been installed on those sections of the transit line
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with severe corrosion. BPXA has submitted a plan to the U.S. Department of

Transportation (DOT) for de-oiling this segment of line.

Concurrent with our inspection activities and in case these activities indicate
that the lines are not fit for service, by-pass options are being pursued to
restore as much production as possible in an environmentally safe manner.
The focus is largely on the EOA and includes new options to divert production

from each of the existing Flow Stations to Skid 50 (see Exhibit 3).

» The production from FS-2 is being engineered to route to the Endicott
production line through new piping.

¢ The production from FS-1 is being engineered to route to the Endicott
production line through new piping.

* The production from FS-3 is being engineered to route through Drill Site

15 and then to a jumper info the Lisburne OTL.

We expect work on these options to be complete by the end of October.

All of this work is taking place as BPXA prepares for ultimate replacement of
the 16 miles of WOA/EOA oil transit lines. Sixteen (16) miles of pipe has
been ordered from US mills and is expected on the slope during the fourth
quarter. We are hopeful that work can be completed during the winter

construction season.
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While many of the circumstances surrounding the incidents at Prudhoe Bay
are known there is much more that needs to be done to fully understand the
corrosion mechanism we experienced. These results will be known in due
course and will be shared in a fully transparent way. In the meantime, BPXA
is committed to restoring full production to the EOA as soon as we are

confident it can be done in a safe and environmentally responsible way.

New Pipeline Safety Regulations

Historically, certain pipelines that operate at low stress were exempt from
U.S. DOT oversight. This exemption applied to onshore pipelines such as oil

transit lines on the Alaskan North Slope.

However, since the March 2, 2006 spill from BP’s Western OTL (a low-stress
system); DOT has proposed a rule to revise the low-stress exemption. Upon
completion of its rulemaking process, it is likely that any low-stress pipeline
that is in an environmental high consequence area will become a regulated
pipeline under DOT jurisdiction. These proposed regulatory changes are

strongly supported by BP.

Employee Concerns

I'd like to conclude by returning to a priority for BPXA that was discussed at
the beginning of my testimony-addressing and acting upon employee
concerns. A number of people have raised questions and concerns about our

corrosion inspection, monitoring and prevention program. Sometimes these

221 -



111

concerns have been voiced inside the company. Sometimes, they have been

taken to regulators or to the media.

| view every employee concern as an opportunity to address a problem. |
don’t care how or with whom they are raised. | just want to know about them.
We need the input of our workers to continuously improve and be the best

business we can be.

BP feels the same way. Harassment, intimidation, retaliation and
discrimination against workers who raise concerns are not tolerated within

BP.

We have a number of channels through which workers can raise concerns. In
addition to just the normal line management channels, we have employee-run
safety committees, we have a worldwide anonymous program called Open
Talk, and in Alaska we have other, confidential methods for employees to
communicate workplace concerns. We also track employee satisfaction and
concerns via a People Assurance Survey conducted annually. The results
from the 2006 survey indicate a 13% improvement year over year for our

Slope-based workforce.

BP has a track record of acting on employee concerns. Over the last several
years employee safety committees have raised, and we have jointly
addressed over 600 safety concerns. They range from the quality of vehicle
headlights to challenging whether the injection of fluids into disposal wells

was appropriate.
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More importantly, BP has investigated and addressed concerns raised about

our corrosion inspection, monitoring and inspection program.

During the summer of 2002 a BP employee received two anonymous calls
alleging falsification of corrosion inspection reports by a handful of contract
workers. BP brought in an outside firm, audited the work performed on the
program year-to-date, and determined that a small percentage of inspections
had indeed been falsified. The investigation also called into question our

inspection contractor’s quality assurance program.

Our inspection contractor dismissed the workers responsible for falsifying
inspection reports and three months later, when the inspection contract was

up for renewal, we brought in a new company to do this work.

As another example, in 2004, after receiving allegations of harassment,
intimidation and retaliation by a BP corrosion program manager we brought in
an outside law firm, Vinson and Elkins (V&E) to conduct an investigation.
Vinson and Elkins found evidence of intimidating behavior that had made

some corrosion workers reluctant to raise health and safety concerns.

We acted on the recommendation of V&E and transferred the manager in

question outside Alaska into a technical consulting role.

When concerns were raised about whether BPXA had inappropriately
influenced edits made in an Alaska state review of the company’s corrosion

management program, BP again brought in an outside law firm to investigate.
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The investigation found no evidence of improper behavior on the part of the

company or its employees.

Conclusion

Bob Malone, Chairman and President of BP America recently announced a

number of actions to ensure that our businesses are run in a manner that meets

our expectations and yours. | would like to highlight the following actions that

impact operations in Alaska:

1.

BP America has retained three of the foremost experts in the world around
corrosion and infrastructure management to evaluate and make
recommendations for improving the corrosion management program in

Alaska.

. BP has added an additional $1 billion to the $6 billion already earmarked

to upgrade all aspects of safety at its US refineries and for integrity
management in Alaska. Over $550 million (net) will be spent on integrity

management improvements in Alaska over the next two years.

Former U.S. District Court Judge Stanley Sporkin has been appointed as
an independent ombudsman reporting directly to Bob Malone and he has
been asked to conduct a review of all worker allegations that have been

raised on the North Slope since 2000.

Mr. Malone has established an Operational Advisory Board composed of

fifteen senior business leaders in BP America to advise him on safety,
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operational integrity and compliance and is building a team of internal
experts on employee safety, process safety, operational integrity, and

compliance and ethics to assist him.

5. An external advisory board is being recruited to assist in monitoring BP's
US businesses with particular focus on safety, operational integrity,

compliance and ethics.

I welcome these actions and see them as a way to improve how we operate

our business.

In closing Mr. Chairman, since March, we identified an unexpected gap in our
corrosion control program, and we will correct it. In the future, we will have a
better system to protect our pipelines and we have already gained important

new operating knowledge.

| deeply regret the problems caused by the situation we discovered. But we

will emerge stronger and more knowledgeable as a result of this challenge.
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EXHIBIT 1

Background

The Pradhee Bay fisld is the Iargest field
in Notth America and the 18th largest
field ever discovered worldwide. Of the
23 billion barrels of original oil fn place,
more than 13 billion barrels can be
recovered with current technology.

Pradhoe Bay field was discoveredon
March 12; 1968, by ARCO and Exxon
with the-drilling of the Prudhoe Bay State
#1 well:. A confinmnation well was drilled
by BP Exploration in 1969. Thenext §
vears saw frenetic achivity as ARCO, BP,
Exxon, and other companies with lease
holdings in the vicinity worked to
delineate the reservoir, resolve equity
participation. and put together an initial
infrastructure. Prudhos Bay came on
sireara in June 20, 1977, rapidly
nereasing production uatil the fleld's
maximum rase was reached in 1979 at 1.3
mnitlion barrsis per day. This rate was
maintsined uotil early 1982 and i
currently declining by 10% per year,
Production totaled approximately 475,000
brsrels per day on January 1, 2004, More
than 10 billion barrels have already been
producad,

Prior to 2000 the Prudhoe Bay field was
comprised of the Bast Operating Asea,
aperated by ARCO, and the West
QOperating Area, operated by BP
Expl a. Upen wsition of ARCO
by BP and sals of ARCO Alaska assets to
Phillips Petroleum. the twe operating
areas were consolidated and BP became
the sole operator of Greater Prudhoe Bay.
Although BP operates the field. a wtal of
nine companies have an mterest in she
field leases. The profits and costs are
shared amongst the owners, accordmng to

their ownership. Location

e The Prudhoe Bay field is located 630 miles north of Anchorage and 400 miles
BDD ner ilup ion (Operaton), 26% north of Faitbanks. It is 1200 miles fom the North Pole and 230 puiles north
CA EKP;;:IZW Alp{‘f Inz 36‘0’ of the Arctic Circle. Pump Station 1. the beginning of the Trans Alaska
E;::chilobﬁpf o aska Inc., 30%% Pipeline, is focated with in the perimeter of the Prudhoe Bay feld.

, 36%

Others. 2%
Source: - Revised: August 06
Page: 1
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EXHIBIT 1 (page 2)

Geaologic Features

The Prudhoe Bay field, ke many oil
fields. conssts of lavers of porous rock
that contain gas, odl, and water. The
water, being the heaviest, lies in the lower
rock layers of the field. The oil lies above
the water; and the gas rests atop the a1l
The oil, gas, and water are held in the
Prodhoe Bay field by changes in the sock
type (stratigraphy) and by the tilt and
fanlting of the rock layers. Sandstones are
porows and allow the fields” fluids toflow
through them. - Shales, however, actas
barmers to fluid flow. Thos, whenever a
sandstoné layer meets a shale layer, either
through faulting or as a factor of how the
rock was originally deposited, the shale
stops the fluid flow and the fluids are
trapped.

The oil at Prudhoe Bay is trapped i the
Sadlerochit formaticn, a sandstone and
gravel strocture nearly 9,000 feet
waderground. In some locations the oil-
bearing satdstone was 600 feet thick
during the fizid’s early life. Today.
average thickness of the o1l bearing zone
is about 60 feet.

Natural gas

The field contains an estimated 46 trillion
cubic feet of natural gas (in place)} in an
overlying gas cap and in solution with the
oil. Of that, about 26 tnlfion cubic feet are
classified as recoverable.

Iavestment

The major owners have invested more
than $25 biflion to develop the Prudhoe
Bay field and the transportation system
necessary to move Prudhoe Bay crude oil
1o market.

Satellite Fiekds

Since 1998 five sarellite fields Have béen
discovered and developed within the unit
boundaries of the Pmdhoe Bay oil field.
These fields ars Midnight Sun, Aveora,
Orton. Polaris. and Borealis. Oue of the
kev objectives of the fisld’s development
has been to maximize sharing of existing
mirastructore, including production and
suppost facilities. The production wells
for these satellite Selds are located op one
of the Prudhoe production pads. The
liquids are processed through Prudhoe
Bay facilities.

Sourcs:
Page: 2
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EXHIBIT 1 (page 3)
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== (

ACT BUL } { HSE Manager ]

Field Manager

Maintenance & Reliability

CIC Team: .
* fFour levels below President
* Reports through fing

Integrity & Assurance ]

Key:

ACT: Alaska Consolidated Team

(Badarri, North Star, Milne Point, Endicott)
BUL: Business Unit Leader

CIC: Corrosion, inspection, Chemicals
GPB: Greater Prudhoe Bay

HSE: Health Safety & Environment

G
g

. Tecilnical (irectlin:
* irect link to {Chairman BPA)
* Independent - erification & Assurance
* ofine Standards
 Infrastructuré Renewal

| CIC Team:
& Additional Resources
* Strategy  evelopment

P Regulatiiry Allairs:
* T Focal Point

[

sitiCns

Key:

ACT: Alagka Consolidated Team

{Badami, North Star, Milne Point, Endicott)
BPA: BP America

BUL: Businiess Unit-Leader

CIC: Corrosion inspection Chernicals

GPB: Greater Prudhoe Bay

o Jealth Safety & Environment

TBA: To Be Appointed
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Oil Transit Line Diagram

S

Gathering |__ Flow
Center 3 Station 3 &t

Flow [ Flow
S

Gathering Gathering
Center 2 Center1 ation 1 tation 2
GC2-GC1
Bypass
347, 3.1 miles 347,48 miles 34,48 miles 307, 3.0 milas
e Skid 50 August Leaks
warch Spill
_g - 34, 0.2 miles
: PUND ey il
Notio Scale Station 1| 19.82miss Out of Serviees
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EXHIBIT 4

e

3

b -
i

Introduction to the Central Compreszion Plant {CCP); where the majority is injected inf
The purpose of séparation facilities the Sadlerochit formation. - A small :
(known as “gathering centers” on the
western side of the field GC-1, GC-2,
GC-3,and “flow stations” on the
eastemn side Flow-1, Flaw-2, Flow-3)is
to separate raw crude oil, water and gas
produced from the wells into the three
main components. The crmde must meet
certain pipeline specifications before
being shipped to Pump Station 1 at the
start of the Trans Alaska Pipehite
System {TAPS). Ench separation
facility: i3 designed to proceéss about
330,000 barrels of raw crude oil per
dav. The separation facilities can also
handle varicus amouats of gas and
water. The largest gas handling

fac:}:tx:s are Flow Station 1 and portion of the compressed and debydrated produced gas is vsed within
Gathering Center 1., each capable of the Prudhoe Bav Unit as fuel gas. At GC-1 and FS-3, another portion is
processing 2.7 billion cubic feet of gas divetted to the “gas 1ift” compression plant. Gas 1ift is a process where
per day. The largest water handling recovered natural gas is re-injecied into the wells to add booyaney to the oil
facility is Flow Station 2 which can to help “Hift” it to the surface.
process up to 500,000 barrels of water
per day. Water System

. . The “produced” water separated from the raw crude is processed to remove
Ol System . oil and solids. This treqtment process yields an o1l stream (which is
Raw c‘?dt produced from individual . returned to oil processing equipment). a dirty water stream (which is
Pf“d"'c“?“ wclis_locatefi at_we}l pads is injected into the Cretaceoiss formation nearly 1 mile below the Earth’s
dxverfed o ﬂo*.f:lmes (pipelines). The surface), and 2 fréated produced water stream (which goes to injection wells
ﬂewhu'es fransport the raw crude o the at the well pads). The treated produced water injected into the formation
separation faahtze_s. where the water supports a field-wide waterflood program designed to mamtain ressrvoir
and natural gas mixed with the raw pressure and “sweep” crade oil from njection wells toward oil production

crude are removed. The stabilized wells.
crude is then sent to Pump Station 1, the :
beginning of TAPS.

Gas System

The separated namra!l gas is
compressed, debydrated. and
sransported to the Central Gas Facility
(CGF) where natural ges liquids are
recovered and sent to TAPS and a
portion are nsed to make miscible
injectant which iz used in enhanced oil
recovery. The remaining dry gas goes

_3]-
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EXHIBIT 5
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EXHIBIT 6

Prudhoe Bay Corrosion Spend Versus Production

80 1200
70
1000
5 80
800
50
40 600 i s Corrosion spend
! Production (mbd)
30
400
20
200
10
o o

2001 2002 2003 2004 2005 2006
budget
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Diagram of Inhibitor Injection Rates

2.0 .4

Average Corrosion Rate, mpy
T 5
L

bod
n
s

3.0

Corrosion Inhibitor
Concentration

% FL-O Ave (R, mipy - Inhibition, ppm_ ) 200

t 100

<+ 50

1995 1996 1997 1998 1999 2000 200t 2002 2003 2004 2008

. Fidldwide Average Concentration, ppm
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EXHIBIT 8

Corrosion Monitoring Schematic

ER
LC
w Probe
To ﬁata
7 collection unit

WLC — Weight Loss Coupon : ER - Electrical Resistance

Coupon monitoring is a method that involves exposing a sample of the pipeline
material (the. coupon) to- conditions within the pipe for. a given duration, then
removing the specimen for analysis. Material foss observed over the exposure
period is expressed as corrosion rate,
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EXHIBIT 9

Inhibitor Research Program

Inhibitor field Trials

& Flowline

si'well Line

Number of Trials
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p. boc
“/’5/ (73

I wish to thank Chairman Young for holding this important
hearing. I am a supporter of energy companies. I think it's
important to our national security to explorer and harness
our natural resources whether that be in the frozen tundra of
Alaska or out in the vast expanses of our oceans. It is
possible for us to balance our needs for energy and our
needs to protect the environment.

However, it is also important that we maintain our oversight
on these companies to ensure that they continue to follow
the laws and practice do diligence. I have seen energy
companies at their best and at their worst. I've seen them
evacuate their offshore rigs before Hurricanes Katrina and
Rita. They didn’t risk lives and their hurricane damaged
rigs did not have oil spills. But I've also seen Texas City and
the unnecessary loss of life there.

I look forward to hearing the testimony of BP’s
representatives and their explanation of events as we look at
what new regulations DOT will enact and maybe what
Congress should enact as well.



137

Remarks of U.S. Rep. Nick Rahall
T&I Hearing: BP Oil Spill

2167 Rayburn House Office Building
September 13, 2006 . W
Mr. Chairman—

Thank you for calling this important hearing to address the
critically important issue of our Nation’s energy transmission system.
This hearing is necessary to understand the root causes of the oil
spills from BP’s low-stress hazardous liquid pipelines in the North
Slope of Alaska.

This committee has been, and remains, committed to providing
for the safe and efficient transmission of energy, be it oil, natural gas
or any other energy product. The incidents that have occurred along
BP’s pipeline run counter to this committee’s mission of safe and
efficient transmission of energy and that is why we are here today.

I am hopeful this hearing will shed light on exactly what happened
and that our witnesses will be forthcoming with information on why it
happened and what is being done to address the multiple problems
that have been uncovered — from the specific integrity management of
these pipes to the corporate culture that oversaw this failure.

The world’s energy companies — and particularly Big Oil — are
experiencing a period of record profits. BP itself profited $22 billion in
2005 — and | believe with that comes a significant amount of corporate
responsibility to do all that is necessary to prevent incidents such as
what occurred on the North Slope.

This responsibility clearly was avoided with respect to BP’s
pipeline on the North Slope. The incident raises many important
questions — questions that demand a clear and thorough examination.

Frankly, | am concerned that there appears to be a stark contrast
between the reality of BP’s shoddy maintenance at Prudhoe Bay and
the rhetoric from proponents that expanded drilling on public lands in
Alaska and offshore can occur without environmental impact. Without
a doubt, BP’s poor record at Prudhoe Bay should be a major

1
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consideration for Congress in the debates regarding drilling in the
Arctic National Wildlife Refuge, the National Petroleum Reserve-Alaska
and the OCS.

Mr. Chairman, | am hopeful that today’s hearing will give us some
answers on how and why this happened and what will need to be done
— in Congress and in the boardrooms of Big Oil — to prevent future
incidents such as this. Thank you again for calling this hearing and |
look forward to hearing further from our witnesses.
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Statement by Rep. Ellen Tauscher
Wednesday, September 13, 2006
Transportation & Infrastructure Committee Oversight Hearing

Mr. Chairman, thank you for holding today’s hearing on the regulation of low stress
pipelines. In light of the recent events on the North Slope of Alaska, I appreciate the
opportunity to hear from both the industry and regulators on first, why an oil pipeline was
allowed to become so corroded over time that over 200,000 gallons of crude oil spilled
onto the Alaskan tundra and second, how this Congress should respond to ensure that this
type of accident doesn’t occur again.

It is remarkable that a corporation the size of BP, with the types of profit margins which
the company has shown over the last two quarters, would ever allow one of its heavily
used pipelines to become so corroded over time that the basic function of that pipeline
would be jeopardized. While BP’s lack of self-policing lead to the largest ever spill of
crude oil on Alaska’s North Slope, it is BP’s response to the March spill which is most
eye-opening. While the initial spill was discovered in March, BP did not complete a
federally mandated full inspection of the entire pipeline until August — a full five months
after the initial leak had been discovered.

BP’s lack of an internal regulatory pipeline maintenance policy not only caused harm to
the surrounding environment but also caused world-wide crude oil prices to spike, to the
detriment of the American consumer. Their ambivalence to the demands of the federal
regulator, the Pipeline and Hazardous Materials Safety Administration (PHMSA), is
astounding and could have lead to an even greater disaster.

I am interested in learning if BP believes that their maintenance of the pipeline
conformed to industry standard. If they do, then they are acknowledging a standard
which would allow for 14-year gaps in any meaningful inspection to oil pipelines. I
would argue to my Colleagues on the Committee that this position is unsustainable and
will inevitably lead to additional leaks and spills.

So, how do we ensure that this type of event never happens again? First, while BP is the
responsible actor in this instance, the oil and gas industry must hold itself to a gold-
standard of operation and maintenance. The consequences of inattentiveness, as we see
in the BP case, are too serious to be ignored and will mar the entire industry — not just the
liable party.

Second, PHMSA must play a larger role in regulating low stress oil pipelines. It is
alarming that at the time of the BP spill, PHMSA had no accurate information on BP’s
maintenance schedule. At a very minimum, pipeline operators should be required to
provide PHMSA with timely and frequent reports on its maintenance regimes. More
likely, and more appropriately, though, PHMSA needs to be empowered to require that
operators maintain their pipelines to the highest safety and maintenance standards.
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The consequences of another spill to our economy and to our environment are too grave
to ignore. As we consider reauthorization of the Pipeline Safety Act, I believe we must
consider the type of regulatory framework which is necessary to ensure the functioning of
this critical infrastructure.

I look forward to today’s testimony and thank the Chairman, again, for holding this
hearing.
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